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NATIONAL POLICY AND [SSUES 


ECONOMIC RESTRUCTURING STRESSED FOR TIANJIN 
Tianjin TIANJIN RIBAO in Chinese 7 Jun 83 p 4 


[Article by He Zuo [0149 0146]: "Thoroughly Implement the Eight-Character Policy 
ind Accelerate the Pace of Economic Restructuring” ] 


[Text] Under the guidance of the party's eight-character policy of readjustment, 


restructuring, reorganization and upgrading, we have during the past several 
years readjusted our priorities. At the same time, we have conducted pilot 
tests in restructuring work and reorganization of enterprises. The entire 
economic situation thus has markedly improved, and economic work has already 
assumed the healthy course of steady development with the upgrading of economi« 
results as central. On this basis, since the beginning of this year the 

Party Central Committee and the State Council have elevated restructuring to 

A prominent position and have demanded an appropriate acceleration of the 

pace of this work. Confused about this decision, some comrades have raised 
questions such as: Why must we now emphasize restructuring? Are readjustment 
and reorgainzation still to continue? How are the relationships between 
readjustment, restructuring, reorganization and upgrading to be handled? 
Clarification of these questions is crucial to our successful reform of the 
economic management system and to comprehensive implementation of the eight- 
character policy. 


Why We Must Accelerate the Pace of Restructuring 


To build China's distinctive system of socialism and to realize the strategic 
objective of quadrupling gross annual output in industry and agriculture we 
must strive to increase productivity. At the same time, we must vigorously 

and steadily readjust productive relationships and the superstructure and pay 
special attention to restructuring the economic management system, which by 
and large still follows the highly centralized model learned from abroad 
during the early years of the People's Republic, a model that in many ways has 
become increasingly incompatible with the growth in productivity. Some 
experiments and explorations into reform have been made since the Third Plenum. 
Yet, with the exception of agriculture, we have generally been unable 
fundamentally to escape the conventions of the old system. Such defects as the 
high degree of centralization and the creation of barriers in management, 
centralized control of income and expenditure in finance, the divorce of 
production and marketing in circulation, and egalitarianism in income 











distribution still restrain the initiative of enterprises and their staff 
members, hamper increases in productivity and impede improvement of economic 
results. If we do not accelerate the pace of restructuring, we shall find it 
difficult to realize the strategic objective set by the 12th Party Congress. 


At the same time, if the readjustment and reorganization work now in progress 

is. not coordinated with the restructuring of the system, progress in many areas 
will be hard to maintain. For example, when we implement reorganization in 
accordance with the principles of coordinating specialization and rational 
economics, we frequently encounter the obstacles of creating barriers and 
departmental bailiwicks. Thus we must promptly reform the irrational management 
system to pave the way for reorganization. And when, for example, we wish 

to reorganize enterprise management and build a sound set of rules and 
regulations we must provide enterprises and staff members clear responsibilities, 
authority and benefits. Thus we must also coordinate reorganization and 
restructuring. An important factor accounting for the marked success Tianjin 
achieved during the past several years in the areas of the adjustment of 

the relative ratio between light and heavy industry, the reorganization of 
enterprises and the establishment of specialized and joint companies was that 
the municipality was able to break through to a certain degree the constraints 
of localism, departmentalism and system of ownership. Last year the 
municipality implemented a comprehensive reorganization of 123 key enterprises, 
increasing output value by 8.75 percent and profits by 11 percent, both of 

which increases were higher than the average levels for the entire municipality. 
This was an important experience that was successful because the coordination 

of reorganization and restructuring was maintained. 


The acceleration of the pace of restructuring is now both necessary and possible. 
First, the readjustment of the past several years has brought proportionate 
relationships in the national economy into line. On the national level, 
agriculture has achieved great expansion and created new prosperity; the ratio 
of output value in light industry compared to total output value in industry 
as a whole has increased from 42.7 percent in 1978 to 50.2 percent in 1982; 
the ratio between accumulation and consumption has become more rational, with 
the rate of accumulation declining from 36.5 percent in 1978 to 28.3 in 1981. 
The same trends also obtain at the level of this municipality. The ratio 

of the output value of light industry compared to total output value of 
industry increased from 47.6 percent in 1978 to 57.6 percent in 1982. The 
entire national economy has been invigorated, and the excellent conditions of 
a buyers’ market has emerged for many goods. Second, while carrying out 
readjustment, we have also conducted pilot tests of restructuring in many areas, 
accumulating some experience in the process. This is especially the case in 
the implementation of all forms of production-contract responsibility systems, 
which have achieved gratifying results and have proved a great stimulus and 
inspiration to the restructuring of urban commercial enterprises. These 
achievements have provided the requisite conditions for the acceleration of 
restructuring. We should recognize this situation and strengthen leadership 
and promote restructuring in accordance with the Central Committee's plans. 


Restructuring Must Be Closely Coordinated with Readjustment and Reorganization, 
and All Three Must Promote Each Other 


We now emphasize restructuring and demand the acceleration of its pace. But 
this by no means implies that we may overlook readjustment and reorganization. 
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Although readjustment has already achieved great success during the past few 
years, there are still many new components of the program that we must 
continue to implement. The reorganization work that has been carr ed out i 
only preliminary and basic, and much remains to be done. The objective 
ziving prominence to restructuring is to use restructuring to promote 
readjustment and reorganization. Any notion thet separates restructuring 
from readjustment and reorganization and sets each against the others is 


incorrect. 


As for readjustment, in order to consolidate the results already achieved and 
to maintain a coordinated, proportionate relationship between agriculture, 
light, and heavy industry and between accumulation and consumption, we must 
hold capital construction within reasonable limits that are consonant with 
national strength. Yet since last year the phenomenon of overinvestment 
in capital] construction has resurfaced. Nationally invesiment {n capital 
construction exceeded the postreadjustment plan by 11 bf!ifon yuan, most of 
which occurred because of the overly vigorous increase ii extrabudget ory 
investments. This resulted in shortages of equipment and construction 
materials and affected the state's key construction projects. If this state of 
affairs is not promptly readjusted, it could lead once again to dislocations 
in the proportionate relat‘onships in the national economy, the nascent buyers 
market may be lost again and restructuring will be hard to continue, much 
less accelerate. Thus, on the one hand, we must work through restructuring 
to overcome the defects in the economic management system and to make ful! 
use of economic levers to establish by degrees an economic system that can 
promote a gradual rationalization of the scope of capital construction and of 
the direct.cn of investment, On the other hand, we should adopt necessary 
administrative measures to strengthen planned control, supervision and 
inspection of the scope of capital construction, the direction of investment 
and especially nonbudgeted funds. For this reason we must closely coordinate 
restructuring with readjustment, so that both promote each other. Of course, 
readjustment does not merely consist of controlling the scope of capital 
construction. It also includes concentrating financial and material resources 
0 as to protect key construction projects; implementing reorganization and 
combination of enterprises to create rational production, technological and 
organizational structures; and the like. All of these are part of 
readjustment and must be implemented in concert with restructuring. Only when 
we persist in our readjustment work can we create even better preconditions for 
it, make possible its healthy development in a benign economic cycle and 
ensure its smooth progress. 


As for reorganization, the backward state of management practices has not 
fundamentally changed and is conspicuously manifested in the unsatisfactory 
economic results of a considerable number of enterprises. This indicates that 
the task of enterprise reorganization is still very important and that we must 
continue to do much painstaking and difficult work. Some comrades feel that 

now that they are busily stressing rectructuring they have no time for 
reorgainzation work, and some hope to complete reorganization before undertaking 
restructuring. Tunese views both reflect an imperfect understanding of the 
relationship between restructuring and reorganization. In fact, restructuring 
and reorganization are inseparable. On the one hand, many components of 





reorganization--such as establishing sound forms of management responsibility 
and readjusting and reorganizing leadership in accordance with demands for the 
"four modernizations" of cadres--are themselves part of restructuring. On the 
other hand, enterprises are the basic cells of China's national economy, and 

a solid foundation for the restruccuring of the system of economic management 
will not emerge until enterprise reorganization is handled properly and 
management practices advance. If enterprise discipline is slack, management 
chaotic and management responsibility and other reguiations unsound, then we 
will be unable to realize the objective of workiny through restructuring to 
invigorate economic cells and improve economic results. If enterprise 
leadership is weak, lax and fails to understand the principles of management, 
if staff members are dispirited and their thinking chaotic, then the 
acceleration of restructuring will become an empty phrase. Thus, if 
restructuring work is to be done well it must be solidly coordinated with 
enterprise reorganization. 


Everything Must Contribute to the Improvement of Economic Results 


From start to finish, the bottom line of the policy of readjustment, 
restructuring, reorganization and upgrading is upgrading economic results. 

In his report to the 12th rarty Conress, Comrade Hu Yaobang made improving 
economic results a precondition for the strategic objective of quadrupling 
output. Thus, no matter whether we stress restructuring or undertake 
readjustment or reorganization, we must keep in mind upgrading economic results. 
When we measure our achievements in res'.ructuring, readjustment, and 
reorganization, we must ultimately look at the level of improvement in economic 
results. 


When we examine whether or not a restructuring or readjustment program 

improves economic results we must take the microcosmic view, but even more 

must we adopt the macrocosmic view; we must look at the present, but even more 
must we look to the future. Thus we must adopt overall and long-range points 
of view and strive for social benefits and long-term and stable economic 
growth. Any method that looks only to the short-term benefits for a particular 
unit and ignores potential harm to the interests of the state or consumers 
violates the eight-character policy and the principle of economic results. 

At the same time, we must effectively manage the relationship between results 
and speed. In the short run, the main objective is to implement the 
cight-character policy, to coordinate al) types of proportionate relationships 
in the national economy and to resolve long-standing problems we have 
inherited. Thus the speed of the expansion of production may not be too high. 
jut in the long run, readjustment, restructuring, reorganization and upgrading 
will have been completed, and a relatively coordinated economic structure and 

a rational system of management will emerge. And with the addition of strict, 
scientific management and a conscientious technological transformation, the 
present state of low economic results will have been greatly improved. On the 
basis, a vigorous phase of rapid, stable and enduring economic development 

will commence. 


The steady expansion of production and the progressive improvement in economic 
results are not only the objectives of restructuring, they are necessary 











preconditions for continued proyress in restructuring work. [If pr ior 
not increase, results do not improve and practical effects prove unobtainable, 
restructuring will then lack the requisite material foundation, peuple’ 

idence will also be shaken and it will be difficult for restructuring its: 
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NATIONAL POLICY AND ISSUES 


JINGJL YANJIU DISCUSSES REFORM OF ECONOMIC SYSTEM 
HK311110 Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 83 pp 3-10 


[Article by Dong Furen [5516 6534 4356] of che Economic Research Institute of 
the Chinese Academy of Social Sciences: "Reform Is Where Long-Term Interest 

of the Chinese People Lies--Studying Comrade Deng Xiaoping'’s Discussions on the 
Reform of the Economic System"] 


[Text] The longed for "Selected Works of Deng Xiaoping” has been published, and 
this book has an important historical significance. 


Comrade Deng Xiaoping is an outstanding leader of our party. Over the past few 
years, he has made brilliant contributions in defining correct major principles 

and policies for the realization of the socialist mcdernization program in China 
according to Marxism-Leninism-Mao Zedong Thought and according to the national 
condition of the country. The publication of the "Selected Works of Deng Xiaoping" 
has an important significance in guiding the implementation of the modernization 
program in China both at present and in the future. Therefore, we must study 

these works well. 


Comrade Deng Xiaoping is one of the propagators and leaders of the reform of the 
economic system in our country. The "Selected Works of Deng Xiaoping" has ex- 
pounded profoundly with rich contents about the reform of the economic system 

in our country. The following are my views about the discussions expressed in 
the book and my understanding of the study of the articles in this book. 


J 


Since the founding of the PRC and thanks to the leadership of the party and the 
concerted efforts of the people across the country, China has made great achieve- 
ments in socialist construction. Comrade Deng Xiaoping has pointed out: "The 


adventures of the socialist system have been proved.” ("Selected Works of 
Deng Xiaoping, ‘The Present Situations and Tasks,'" People's Publishing House, 


1983 edition, p 215) The advantages of the socialist system have been demon- 
strated basically in the fact that they have enabled social productivity to 
develop at a pace that is beyond the match of the old society so that people's 
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‘lowing two aspects because these two aspects have hindered us from displayiny 


« advantages of the socialist system. 


irst, for quite a long period in the past, the key work of the party and © Luts 
waS5 Not really shifted to socialist economic construction. Under che ideological 
iidance of grasping class struggle, political movements followed one after 
mother, interfering with socialist economic construction. Eventually, for quite 
ng period there were no political situations characterized by unity and 
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soiiity, which are indispensable for construction. Comrade Deng Kiaoping said: 


: spite of many twists and turns over the past three decades, we never succeeded 
in shifting our key work to socialist construction. Consequently, the advantay: 
the socialist system that have been displayed are few, social productivity 
developed slowly, without Stability, and is disharmony, and no biy improve 
ent tas been made in people's life.” (Ibid., p 213) 
ce ond, Comrade Deny Kiaoping said: "Some systems implemented by the part a 


tute have a number of shortcomings that hinder and even seriously hinder us 
from displaying socialist advantages.” (Ibid., p 287) And of these system, it 
is the economic system that has the most shortcomings, and it is also none other 
than this system which has become an important factor that hinders the display 

f the socialist advantages. 
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tollowing profound analyses of the shortcomings and detrimental features of 
our economic system. We can imagine that should we refuse to reform the 
economic system, allow the situation of bureaucraticism, arguing over trittile 
and nobody being responsible and low efficiency to continue to exist, and «allow 
the situation of indifference to economic efficiency and serious waste to 
continue to exist and waste enormous social labor and wealth, how can we realize 
the modernization program? How can we develop productivity rapidly? How can 

we yet rid of the backward production and technology? How can we meet people's 
increasing material and cultural needs? How can we continue to prove the 
superiority of the socialist system over the capitalist system? And how can 

we make the broad masses of the people have confidence in the advantages of 

the socialist system and make them willing to contribute themselves for the 
consolidation and development of the socialist system? In this way, the 
soCialist cause cannot but be ruined. Therefore, Comrade Deny Xiaoping said: 
"The people will have faith in our leadership, the party, and socialism only 
when we are able to reform these shortcomings in a planned way, step by sten, 
resolutely, and thoroughly, and it is only under this condition that our cause 
will be boundlessly hopeful." (Ibid., p 293) Basing himself on this analysis, 
he came to this conclusion: "Various economic fronts must not only carry out 
major technical reform, but also the reforms of systems and organization. To 
carry out these reforms is where the lony-term interests of the people acros>s 
the country lies.” (Ibid., p 126) The reform of the economic system is now 
being carried out gradually. Therefore, conscientiously studying Comrade 

Deny Xiaoping's theoretical articles will play a tremendous role in deepening 
our understanding of the great significance of reforming the economic systen 

of our country and in raising our consciousness in carrying out the reform, 


IL 


Comrade Deng Xiaoping has not only pointed out the necessity, urgency, and yreat 
siynificance of reforming the economic system, hut also has defined the basic 
principle for carrying out the reform in our country. This point is also very 
important for us to carry out the reform correctly. According to my initial 
mnderstanding of the study of the articles by Comrade Deng Xiaoping, the basic 
principle put forth by him and which must be followed in reforming the economi: 


yotem in our country mainly includes the following: 


First, the reform must accord with the needs of socialized mass production. In 
the words of Comrade Deng Xiaoping, it means to "meet the needs of modern and 
biy, economy." (Ibid., pp 125-126) This is an important principle and it is 
directed szainst the shortcomings of the original economic system and the goals 
of reforming this system, 


The original economic system and other systems have many shortcomings; Comrade 
Deng Xiuoping mentioned this problem on a number of occasions in his theoretical 
articles. For example: "Certain systems and styles of work of certain ‘state 
industry,’ ‘state commerce,’ and 'state agriculture’ in economic sectors, 
lopsidedly stressed the importance of the administrative division and management 








of regions and departments and even set up one's own areas and shifted one's 
problems to others, stood high above the masses, arbitrarily used powers, 

were divorced from reality and the masses, liked to keep up appearances, in- 
dulyed in idle talks, possessed stagnant ideology, were conservative, had 
excessive staff, were slow in working, paid no attention to efficiency, were 
irresponsible, did not keep one's promises, traveled on the pretext of official 
business, and shifted responsibilities onto others." (Ibid., pp 294, 287) 

These shortcomings are basically contradictory to socialized mass production; 
they are the products of self-sufficient economy and they have the nature of 
feudal and clan systems. (Ibid., p 294) Our purpose of reforming the economic 
system is to get rid of the remnants of the natural economy, small-scale pro- 
duction, and feudal and clan systems that still exist in our economic system 

and that have hindered the development of socialized mass production. The new 
economic system we want to build must be able to meet the needs of socialized 
mass production. For example, we must break away from departmental and regional 
division of the national economy that is caused by the original economic systen, 
SO aS to promote the development of social division of work, to promote the 
development of the production and exchange of commodities, to promote the develop- 
ment of production and coordination among specialized departments, to promote the 
development of economic unity among various main bodies of economic activities, 
and to enable centralized and unified leadership over the national economy to 

be carried out and to make various sectors display their initiative. Another 
example: The system of "everybody eating from the same big pot” of the original 
economic system must be reformed. In this way, enterprises really will become 
independent accounting units carrying out totally independent accounting and 
responsible for profits and losses, and the enterprises can carry out exchanges 
among themselves on the basis of equal value as producers of commodities so as 
to increase economic efficiency. It must be said that the only correct reform 
is the reform which is in line with the needs of socialized mass production. 

lf a "reform" is not in a position to meet these needs and hinders the develop- 
ment of socialized mass production, such as stepping up regional and departmental 
divi.ion of the national economy, it is not the reform we need and it can in no 
way be called a reform. 


Second, aS the purpose of the reform is fully to display the advantages of the 
Socialist system, therefore, it must accord with the nature of the socialist 
economic system. To use the words of Comrade Deng Xiaoping, it means to “define 
and perfect various systems which are in line with socialist principle.” 

(Ibid., p 328) 1 is is also an important principle that has to be followed. 
According to this , inciple, our reform must be in the interest of consolidating 
and developing socialist public ownership and in the interest of carrying out 
distribution according to work. In the final analysis, all these must be in 

the interest of rapidly developing social productivity, while the development 

of social productivity will help further consolidate and develop the socialist 
system. Take the introduction of the contracted responsibility system with 
payment linked to output in rural areas for example. Some comrades failed to 
see that such a responsibility system is in line with socialist principle and 
they once worried that the introduction of this system would affect the collec- 
tive economy. But Comrade Deng Xiaoping clearly pointed out that it is not 
necessary to worry. He said: "It can be affirmed that with the development otf 
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liduted. The key question is to develop productivity. in this recurred, 
lust create conditions for turther development of collectivization. (.ibdid., 5. 


Ac must see the various retorms of our economic system from the POInt oF Cre 
irit ot these words; that is to say, all retorms must be in tne interest 
weloping and perfecting the relations of socialist production, and the «ev 

point is that they must be in the interest of the development 

lo see trom the experiences gained in the reform during the previous period anc 
in order to enable the reform of the economic system to develop smoothly «lon, 
the orientation of the nature of the socialist economic system, the reforr 

the economic system must be carried out under the correct guidance of sociailis 

economic theory. Therefore, we must further understand the nature of the 


ce 


cialist economic system, uphold and develop the theories that have been proves 
correct in practice, create new theories and discard the theories tiat 
proved wrony or outdated in practice. In particular, it is imperative ¢t . . 
ly distinyuish between socialism and capitalism. Comrade Deng Aiaoping 
out that some comrades did not carry out full investigations and analyses. 
Consequently, they have regarded the reforms that are in the interest of develup- 
ing production and socialist causes as representing capitalism and have criticizea 
them. (Ibid., p 298) It can be seen that in order to enable the reform of our 
cconomic system to develop alony the correct orientation, we require not oniy t 
correct guidance of socialist economic theory but, what is more important, tr 
correct socialist economic theory so that with this theory we will be avie t 
yen up the road for various reforms that accord with the nature of the socialist 
economy and able to clear various obstacles, including people's understandinz, 
that have been caused by various wrong or outdated economic theories. 


ilhird, the reform must be carried out on the basis of the specific conditions 
in China. Comrade Deng Xiaoping said: "Either in carrying out revolution or 
onstruction, we must pay attention to learming from experiences of other 
countries. But we have never been successful through copying these experiences 
ind following the modes of other countries. We have experienced a number oi 
lessons in this regard. Integrate Marxist universal truth with the specitic 
conditions of our country, take our own road, and build socialism with Chinese 
‘hauracteristics--these are our basic conclusions following the summing wp of our 
lony historical experiences." (Ibid., p 372) We must [word indistinct] by 
this important principle in reforminy our economic system; the reform must 
carried out according to the conditions of our country. [he various fon 

of the contracted responsibility system with payment linked t itput ¢t 

been popularized in rural areas in China represent a great creation tnat 

based on the reality of the country. Therefore, this system has been a great 
»UCCeESS. 

Fourth, the reform must be carried out through experiments and be popularized 


? 
" 


yradually. Experiments must be encouraged. Comrade Deng Xiaoping said: Be fore 
unitied planning for the whole country has been worked out, reform can be done 
partially, such as in a region and a trade; then it can be gradually popularized. 
Ihe various departments of the CPC Central Committee must allow and encourage 








such experiments. Various contradictions that will crop up during the experi- 
ments must be discovered and resolved in time. In this way, we will be able 
to make faster progress.’ (Ibid., p 140) This is an important principle. 
Keforms represent an important measure, with complicated problems and many 
difticulties. In addition, we do not have enough experience in this work. On 
the one hand, various sectors must be allowed and encouraged to conduct 
experiments, and experiments will no doubt be accompanied by both successes 

and failures. To succeed is, of course, a good thing, and from failures we 

can draw lessons. If experiments are neither allowed nor encouraged, there 

will be no way to find the method for reforming, nor can we define the planning 
for the reform that accords with the national condition of our country. On the 
other hand, it is necessary to carry out experiments by beginning from the part 
and gradually popularizing the successful experiments. Reform cannot be carried 
out hastily and in a rush; otherwise, we may take a tortuous road and the reform 
may tail, causing social chaos. Basically, we have followed this principle over 
the past few years. But there have also occurred situations in which experiments 
were restricted or banned (for example, in certain rural areas, peasants and 
cadres were once restricted or banned from carrying out experiments on various 
forms of the contracted responsibility system with payment linked to output) 

or that reforms were carried out hastily without experiments (for example, some 
places set time limits for completiny the formation of a commercial contracted 
responsibility system). In the future, we still have to follow the above- 
mentioned views of Comrade Deng Xiaoping. 





IL] 


Comrade Deng Xiaoping also has pointed out an important direction for us in 
reforming the economic system of our country. There are a number of discussions 
of this question in "Selected Works of Deng Xiaoping." Following are my major 
views about the discussions. 


First of all, Comrade Deng Xiaoping acknowledged that an outstanding problem in 
the original economic system was that nobody was responsible for economic work. 


He said: ° 


‘Now, a very serious problem in enterprises and industries in various 
places and in party and government organizations is that nobody is responsible. 
lie so-called collective leadership is, in fact, nobody being responsible. After 
4 tusk has been assigned, nobody cares if it is implemented, nor will somebod 
Care about the result of the work.” (Ibid., pp 140-141) The situation of nobod, 
being responsible was very serious in the economic sector. For example, lead- 
ing cadres and workers of enterprises owned by the whole people did not bear 
responsibility for losses or profits in possessing and using the means of produc- 
tion owned by the whole people. Eventually, the results of enterprises had no 
relationship with their interest. Leading cadres and staff of economic leadiny 
departments at various levels also did not bear economic responsibility tor th 
economic results of the sectors under their leadership, nor did the results hav 
an economic relationship with their economic interest. There was also no 
division of responsibility for each cadre and worker within an enteprise. 
Therefore, Comrade Deng Xiaoping said: "At present, it is particularly imperative 
to strengthen the responsibility system in management." (Ibid., p 140) He 
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prevall in Various fronts throuyh stepping up the responsidlilty system and 


througn strict measures on awarding and punlsning. (1IDId., p i42) ndger UC 
levlogical guidance of Comr ade Deng Xiaoping, the broad masses of peopie anc 


sdres have created various forms of the contracted responsibility system in 
rural and urban areas and in enterprises owned by the whole people as well as 
in lliective enterprises. When the system of contracting production and work 
responsibility to individual households in agricultural production was tirst 
introduced i.. rural areas, Comrade Deng Xiaoping lost no time to affirm this 
rem. In his article "On Rural Policy’ (31 May 1980), he profoundly analyzed 


tie nature and tne orientation of the development of this system. This analvsi 


ius played a tremendous role in guiding and promoting the development of tne 
mtracted responsibility system with payment linked to output in rural areas 
in China. The achievements of the reform in rural areas has helped enligiten 


omote in a big way the reform in urban areas, where various forms of tue 


economic responsibility system are being experimented wits. and popularized. 


in referriny to the responsibility system, Comrade Deng Xiaoping frequently noted 
that it is imperative tu¢xpandevery sector's limits of authority. He said: "If 
we just assign responsibility without giving power, the responsibility system is 
nothing but an empty word.” (Ibid., p 141) In reforming the economic system, 
it is necessary to define the economic responsibilities of every sector and, at 
he Same time, the various sectors must be given economic powers that are needec 
r assuming the relevant economic responsibilities. It is imperative to combin. 
responsibilities with powers. 


wcond, Comrade Deng Xiaoping is of tne opinion that another serious pronl: 
the oriyinal economic system was that power was excessively centralized. tie ii 
Et ION Pees Oc, WE ENOMEE 20a ie eye ee nt tne, Phe eOnretase ereten aud tue 


a 
= 
ing management system, a highly centralized management system of tir ntr 


horities must be exercised over the economy, politics, culture, and let. 
(ipid., pp 287-288) This was the main reason for the emergence of su 
ings aS bureaucratism. It is doubtless that as socialist economy is based 

iignhly socialized production and the means of production with public owner- 
ip, objectively it is necessary to implement centralized and unified management. 
but this centralization must be integrated with the necessary division of power. 
lt is imperative that various main bodies of economic activities be entrusted 
with necessary self-management rights. In this way, we will be able to mobilize 
the initiative of various quarters, combine centralization with flexibility, 
ind display the advantages of the socialist economic system. But under the 
orivinal system, “our leading organs at all levels have carried out manavemen 

ver many things that should not be put under their management and that were 
bevond their reach to manage. "In fact, all these things should have been manag 
ery well if definite rules and regulations were laid down for lower leve] ; 
enterprises, undertakings, and social units, so as to enable them to really 


bandle things by themselves in a cordance with democratic centralism. But all 
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ditficult to solve problems. Nobody has the ability to handle such arduous 
matters that are strange to him." (Ibid., p 288) Therefore, Comrade 

Deny Xiaoping stressed the importance of changing the situation in which the 
power of our economic system is excessively centralized. He said that the power 
"nust be boldly tianded over to lower levels in a planned way: [Tc do otnerwise 
is not in the interest of fully displaying the initiative of the state, 
localities, enterprises, and laborers. nor is it in the interest of realiziny 
modern economic management and improving labor productivity. Localities, 
enterprises, and production teams must have more self-management rights.” 
(Ibid., p 135) According to his view, the most pressing problem at present is 
to expand the autonomy of factories, mines, enterprises, and production teams 

so that all factories and production teams will spare no effort to display 

their creativity. He also said: "If a production team has management autonomy, 
commune members and cadres will not feel at ease when they find that there is 

a plot of land or a strip of water which has not been used for planting crops 
and breeding fish. Consequently, they wili crack their brains to solve this 
problem. We will be able to add enormous wealth oncehundreds of thousands of 
enterprises and millions of production teams are willing to crack their brains. 
(Ibid., p 136) These ideas of Comrade Deng Xiaoping are very profound and 
represent the orientation that should be followed in reforming our economic 
System. The correctness of his words have been proved by the vigorously develop- 
inj, undertakings in both rural and urban areas. 





Comrade Deng Xiaoping treated the question of the expansion of the management 
autonomy of localities, enterprises, and production teams from the point of high 
understanding of the needs resulting from the nature of the socialist economic 
system. He regarded the expansion of autonomy as a "question of developing 
economic democracy." (Ibid., p 135) He said: "The reform of our various 
political and economic systems must be carried out resolutely and step by step. 
The general orientation of this reform is to display and guarantee inner-party 
democracy and people's democracy." (Ibid., p 332) He also stressed that within 
an enterprise, "It is also necessary to implement democratic management so as 

to combine centralized leadership with democratic management," and the "major 
problems of enterprises must be discussed by workers’ congresses or workers' 
meetings,’ and that it is also necessary to set up the system of electiny work- 
shop directors and responsible persons at all levels from among workers and other 
systems of supervising leading cadres. (Ibid., p 127) It can be said that not 
ull the people have come to understand the importance of expanding the autonomy 
of enterprises and introducing economic democracy. For example, in carrying out 
retorm, some departments worried that the expansion of enterprise autonomy 

will weaken their autonomy. Consequently, they have refused to hand over the 
autonomy that should be handed over. Therefore, it can be seen that it remains 
an important matter to study Comrade Deng Xiaoping's ideology about developiny 
economic democracy. Of course, in the process of the reform, such matters as 

how to integrate well centralization with division of autonomy and centralization 
with democracy and division of autonomy among various levels (particularly between 
the state and enterprises) must be subject to continuous experiments in practice. 
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Ihird, accordiny to Comrade Den; Xiaopiny,, there is another serifous problem in 


the oriyvinal economic system. ‘his problem itncluded paying no attention to 
Merial interest and neglectiny the role of material interest in promot 
love lopment of the socialist economy. He said: “To pay no attention to tin 
rinciple of more labor, more gain and to neglect material interest May wore 
lor a tew advanced elements but not for the broad masses of the people anc * 
work tor a certain period but not for a long period. Kevolutionary spirit 
utterly valuable; without such spirit there will be no revolutionary action. 
but revolution happens on the basis of material interest. The move to pay 
attention only to the spirit of making sacrifice and to pay no attention to 
miterial interest in fact represents the theory of idealism.” (Ibid., p 18>) 
inder the original economic system, material interest and its role were nexz- 
lected and despised. With the introduction of egalitarianism in distribution, 
laborers could not gain more even when they did more work. This only hampe re dg 
their initiative. The method of “unified income and expenses" was introduced 
between the state and enterprises and the latter had no cconomic gains or 
losses no matter what the situation of their production and managemert was. 
Consequently, enterprises had no inner motive force for catching up with the 
advanced in production and manayement. Therefore, it can be said that to deny 
Material interest and its role has constituted an important reason for low 
economic efficiency and profit. Directed against this situation, Comrade 
Ing Aiaopiny pointed out: "The mutual relations of various interests must be 
reyvulated under the principle of overall planning and consideratfon.” (Ibid., 
p 162) He said: "It is imperative to carry out distribution according to labors 
and to combine the interest of the state with that of the collective and 
individuals. It is only in this way that initiative can be mobilized and 
socialist production can be deve loped." (Ibid., p 310) These ideologies repre- 
sent sclentific knowledge that has been gained after our country has paid so 
lkearly and suffered serious setbacks on a number of occasions in developing the 
economy under the influence of "leftist" ideology. What is particularly worth 
pointing out here is what is mentioned by Comrade Deng Xiaoping when he said: 
"In the advanced stage of communism, productive forces are highly developed, 
ind with the introduction of distribution to each according to his ability and 
ty each according to his need, /individual interest will be acknowledyed to a 
yreater extent/ [passage within slantlines underlined in the original] to meet 
the needs of individuals. (Ibid., p 310, underlining is made by the writer 
of this article) It is a creative significence that in Marxist articles, the 
interest of individuals in communist society is atfirmed so definttely as that 
it will not only exist, but willl be acknowledged as well to a still greater 
extent. 


In discussing material interest, Comrade Deng Xiaoping also stressed the imporca. 
of strict awarding and punishing. That is to say, efforts must be made to combine 
all sectors’ material interests with their economic responsibility toward the 

state, society, and collective. In another word, definite material interest can 
be achieved only under the premise of assuming definite economic responsibility. 
Otherwise, the parties concerned not only will not receive material interest, 

but will also suffer a loss of the interest and be punished in other ways. This 
is an expertence gained over the past few years in reforming the economic system 


of our country. 








As mentioned above, in reforming our economic system, we must follow the 
theories expounded vy Comrade Deng Xiaoping and combine responsibility with 
autonomy and interest into an organic entity so that they will condition and 
promote each other. But it needs study, practice, and summing up of experiences 
before we will be able to do this. 


Comrade Deng Xiaoping made some other discussions with regard to the orientation 
of reforming the economic system of our country. For example, there is 
important guidance in his article “Manage Economy With Economic Method" (Ibid., 
p 140) but | am not going to expres3 my view on this subject. 


IV 


As it has been mentioned above, the reform of the economic system is a very 
compiicated, very difficult, very profound, and very great revolution. In 

order to be able to carry out this revolution more smoothly and with less twists 
and turns, Comrade Deng Xiaoping pointed out to us in time the main problems 
that may crop up in the process of carrying out the reform and the main 
tendencies which have to be prevented. This point is also very important. He 
said: "In realizing the modernization program, there will occur without doubt 
and unexpectedly many new situations and new problems with which we are not 
familiar. In particular, the reform of the relations of production and super- 
structure cannot be plain sailing. As this reform involves wide aspects and 
personal interest of many people, no doubt it will be accompanied by emergence 
of various complicated conditions and problems and many obstacles." (Ibid., p 194) 
le advised us to make enoug. preparations ideologically. We can see from his 
discussions that according tv his views, we must pay attention to overcoming 

the following two major mistakes in carrying out the reform: 


First, ideological stagnation. Comrade Deng Xiaoping pointed out: "The thinkin» 
of a number of comrades is still far from being emancipated, and they have not 
beyun cracking their brains. It can be said that they are still under the 
situation of stagnation and semi-stagnation." (Ibid., p 131) In the process of 
reforming the economic system over the past few years, we have met with strong 
obstacles because of ideology being too stagnant and because the ideology is 

fur from being emancipated. Therefore, to emancipate ideology is the necessary 
premise for reforming the economic system. We will be "able to correctly reform 
the relations of production and superstructure that do not accord with the rapidly 
developing productivity” only when we have emancipated ideology. (Ibid., p 131) 
There are many reasons for ideological stagnation and he made another detailed 
analysis in this regard. With regard to the reform of the economic system, an 
important cause of ideological staznation is the influence of force of habit of 
smalkscale production. "The characteristics of the force of habit include 
following the beaten path, being content with things as they are, and refusing 

tu make progress and accept new things.” (Ibid., p 132) Those with this form 

of habit often see the correct reform from the point of small-scale production. 
Of course, the influence of the long-existing and rampant "leftist" ideology 

also still exists. In order to overcome ideological stagnation and semi- 
stagnation, Comrade Deng Xiaoping urged the comrades in the whole party to be 
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good at study and restudy. He said: “At present, most comrades must mainly 
grasp the study of the following three areas: economics, scientific technology, 
and management." (Ibid., p 143) This is an important and urgent task for the 
broad masses of cadres. As long as we are able to respond to this call of 
Comrade Deng Xiaoping, the'e will be less twists and turns in reforming our 
economic system and in carrying out the socialist modermization program and 
there will also be less obstacles in carrying out the reform, while modemi- 
zation will be carried out more smoothly. 


Second, arbitrarily using powers and various spontaneous tendencies. Comrade 
Deng Xiaoping pointed out that in the process of activating the economy and 
displaying the initiative of localities, enterprises, and workers, “it is 
necessary to prevent blindness and particularly the undermining and 

Spontaneous tendencies of only giving consideration to departmental and 
individual interest that will consequently damage the interest of the stute 

and the people.” (Ibid., p 322) It is “necessary to prevent the distortion 

and use of powers arbitrarily.” (Ibid., p 322) He also pointed that in th 
process of opening the door of our country to the outside world, the "decadent 
capitalist things will sneak in." (Ibid., p 364) "In economic work at home, 

the number of the individuals, small groups, and enterprises and units that have 
distorted the correct policy and carried out various illegal activities by taking 
advantage of the leakage in economic management also has increased." (Ibid., p 298) 
je must pay attention tc these problems; otherwise, our reform will be damayved 
or it will go along a wrong direction. 


In order to prevent such mistakes, Comrade Deng Xiaoping said: "We must advocate 
distribution according to work, acknowledge material interest, and strive for 
the national interest of the whole people. Everybody must have his own materia 
interest. But in no way does it mean that we are advocating that individuals 
disregard the interest of the state, collective, and other people and indulge 
themselves in the struggles for their own material interest and in no way are 

we advocating that everybody must concentrate his effort on nothing else but 
"money." If this is the case, where is the difference between socialism and 
capitalism?" (Ibid., p 297) These words referred to individual laborers. but 
they are also applicable to some departments, localities, and enterprises that 
have used their powers arbitrarily and undermined the interest of the state for 
their own interest. We must understand that our purpose in reforming the economic 
system, expanding the autonomy of enterprises and localities, implementing the 
principle of material interest, opening our door to the outside world, and 
activating the economy at home is to develop social productivity, to improve 
people's life, to consolidate and develop the socialist system, and to promote 
the development of the modernization program. In reforming the economic syster 
we must be able to follow the principle that individual interest must be 
subordinate to collective interest, partial interest must be subordinate to the 
whole interest, and temporary interest to long-term interest. "Should we do 
otherwise and infringe upon collective interest in pursuit of individual interest, 
infringe upon the whole interest in pursuit of partial interest, and infringe 
upon long-term interest in pursuit of temporary interest, the result will be 
that both the state and individuals will suffer iosses." (Ibid., p 162) This 
practice also basically runs counter to the goal of the reform of the economic 
system. 
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It is impossible in this article to talk about the entire discussions made 

by Comrade Deng Xiaoping about reforming the economic system of our country. 
But from the above-mentioned discussions by Comrade Deng Xiaoping we can see 
that these discussions have become an important guiding ideology for reforming 
our economic system, have displayed an important role in this reform, and will 
display a still greater role in the future. 


Finally, let us conclude this article by quoting these words from Comrade 

beng Xiaoping. He said: "Our party and people have built a socialist system 
after many years of bloody struggles. Although this system is yet to be per- 
tected and it has been damaged, it is still much better than the capitalist 
system where the weak are the prey of the strong and where people benefit 
themselves at the expense of others. Our system will become more perfect with 
each passing day and it will absorb the progressive factors from various 
countries in the world that can be absorbed by us to become the best system 


in the world.” (Ibid., p 297) The reform of the economic system we are carrying 


out now is a great cause that is aimed at turning the socialist system of our 
country into the best system in the world. 
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NATIONAL POLICY AND ISSUES 


JINCJL YANJIU ON DENG MODERNIZATION STRATEGY 
HK290958 Beijing JINGJI YANJIU in Chinese No 7, 20 Jul 83 pp 11-16 


[Article by Zhong Kun [6988 1024]: "Study Comrade Deng Xiaoping's Strategic 
Thought on Socialist Modern Economic Construction” ] 


[{[Text] "Selected Works of Deng Xiaoping (1975-1982)" is now available for the 
millions of people throughout the country. The publication of this book will 
surely produce far-reaching effects in guiding the broad ranks of cadres and 
masses to carry out the socialist modernization program along a correct path, 
in a more conscientious manner. 


lhis book of theory took shape in the period of a great historical turning point 
in which our country shifted from the decade of internal disorder into the work 

of opening up new prospects for the socialist modernization. It is an outcome 

of the integration of the basic principles of Marxism-Leninism with the practice 
of our country's socialist modernization. It records Comrade Deng Xiaoping's 
glorious achievement in putting an end to the turmoil caused by the "Great 
Cultural Revolution,” bringing order out of chaos in our party's guiding ideology, 
and leading our country to return to the orbit of healthily developing socialist 
modemization--an achievement which he has obtained through steadfast and 
heroically brave struggle. It also records the strategic thought of great fore- 
sight which has taken shape in this struggle, for directing our country's 
socialist modemization. Comrade Deng Xiaoping has carried out all-round planning 
to formulate our party's ideological, organizational as well as political line, 
and has put forth the guiding thought of strategic significance for our country's 
work in all fields including politics, economy, science, education, culture, 
national defense, and external relations. We must conscientiously study and 
master all these thoughts and theory. For us, economic theoretical workers and 
economic workers, we must particularly profoundly study and master the strategi« 
thought on socialist modernization in the economic field that constitutes the 

core of this book, in order to guide our economic theoretical work and our practical 
economic work. 


Uniting the people of all nationalities throughout the country to rely on them- 
selves, struggle hard, and gradually realize the modernization of our agriculture, 
industry, national defense and science and technology and thus build our country 
into a socialist country with a high degree of civilization and democracy, 











is the general task for our party in the new historical period. As tar back 
as in 1975 when Comrade Deng Xiaopiny, was in charge of the CPC Central 
Committee's work, he fought for putting an end to the turmoil and for enterin, 
such a new historical period at an earlier date. In order to counter the 
situation in which our economy was seriously undermined by the "ganz of four” 
under the slogan of fighting against the "theory of the unique importance of 
the productive force,” he put forth, in the manner of sweeping down from a 
commanding height, the idea that all the party and the country had to strugzgl: 
for the attainment of the lofty goal of the ‘our modermizations and regard thi 
aS 4 Major task that determines the whole situation and must be trequently 
talked about by all our party members. Since the smashing of the “gang o 
he has made even greater efforts to guide the whole party in bringing ~rder our 
of chaos in its guiding ideology and in making preparations for shifting the 
ocus of our party's work. Guided and urged by him, the 3d Plenary Session 0! 
the llth CPC Central Committee promptly decided the basic guidelines for shifting 
the focus of our party's and state's work onto socialist modernization. Comrade 
Deng Xiaoping says that carrying out the four modemizations with one heart and 
one mind is a key task of first priority for the people throughout the country 
for a rather long period to come and is a cause that determines the eternal 
destiny of our motherland. The question of whether it is favorable or harmful 
for the four modernizations must become the most fundamental criterion for judging 
whether any of our work is correct or wrong. The four modernizations are the 
most important matter in our politics at present, because they represent the 
;reatest and most basic interests of our people. The results of a correct 
political leadership will, after all, be shown in the development of the productive 
torce of the society and the improvement in people's livelihood. The task of our 
mode rnizations anvolves many areas. All these areas should be developed « 
in an all-round manner, and no single area can be developed alone. However, in 
the tinal analysis, we must regard our economic construction as the key, which 
is the basis for solving the problems both at home and abroad. If we are divorce 
from this key to our economic construction, we will be in danger of losin; ir 
muterial basis. All our other tasks should be subordinate to this key task and 
be carried out in the manner of centering around it. Nothing is allowed to inter- 
fere in, or cause any stoppage in carrying out this task. The superiority of the 
socialist system over the capitalist system must first be shown in the speed and 
results in economic development. Without a show in this sphere, we will not be 
able to convince anybody however hard we boast. 


> > 
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The decision to shift the focus of our party's and state's work has not been 
made at will. On the contrary, it is based on a correct estimate of the class 
conditions in our country. Comrade Deng Xiaoping says that in a socialist 
society, the principal contradiction continues to be, as was pointed out by 
Comrade Mao Zedong, the contradiction between the relations of production and 
the productive force and between the superstructure and the economic hasis. 
During the more than 30 years since the founding of the PRC, our country's 
social conditions relating to classes have undergone a radical change. [hie 
broad ranks of our country's intellectuals have already become a part of the 
working class. The peasants in our country have already had a history of 
working in collectives for more than 20 years. The means of production formerly 
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mds of the capitalist lass in our country has lony been tCransterre 
tine tind f tne state and the voverwhelminy majorit f ott er 

tnis class has been transformed into laborers who ear their own Living in a 

»oCialist society. The exploiting class has already been eliminated as a class 

nd class struggle is no longer a principal contradiction in our society. 

‘esaturalily, we must not tail to see that in socialist society there are sti] 


mterrevolutionaries, special agents of the enemy, various kinds of cri 


ind bad elements who undermine the socialist order and newly-emerged exploiting 
elements who commit graft, embezzlement, and speculation, and that it will b« 
impossible to entirely wipe out these phenomena in a long time to come. Ww 
must ntinue to enforce a dictatorship over all these anti-socialist elements. 
hiis will continue to be a class struggle in a special form. In other words, 
a Can Say that this is a class struggle of a special form that has been leit 
yyer by history in @e socialist society. However, the struggle against these 
lements differs from the struggle between classes in the past; for these elemen 
aunot form an integrated class. Our principal contradiction in the present 
period, is the great degree of underdevelopment in our productive furce that tail 
by far to meet the demands of the people and state. Solving this principal 
ymmtradiction is our rey task. 

exploration of 4 way to buiid socialism with distinguishing Chinese feature: 
4 Major theme that permeates the book. Comrade Deng Xiaoping points out that 
nod 


‘ re 


pur emmization must proceed ‘rom the reality in China and, whether we «are 
carrying out our revolution or carrying out our construction, we must pay 


attention to learning from and referring to foreign experiences. However, copyin; 


foreign experiences or patterns will never lead to success. In this aspect, 
# have drawn on many lessons from our previous practice. Integratiny thi 


Dod principles of Marxism with our country "s actual practice, chartiny 
an itih and building a socialism with distinguishing Chinese features is a 
nclusion that we have drawn from our prolonged historical experience. 
point: it that in order to realize the four modernizations in China we 
i,t at least reali{ze two important special features: 1) Our weak foundat i 


i 2) our huge population and insufficient area of arable land. Proceeding 
from these special features, we must adhere to the principles of self-reliance 
md of acting in accordance with our capability. We must readjust the relations 


between various kinds of interests in accordance with the principle of taking into 


sccoumt the interests of the whole situation. 


sclence and technology and education are the two areas of vital significance for 
the realization of modernization that Comrade Deng Xiaoping has personally taken 
painstaking care of. He repeatedly expounds on the idea that the key to the fo 
mode rnizations is the modernization of science and technology. Science and 
technology is a productive force. In our time, a tremendously great development 
i the social productive force and a sharp increase in labor productivity must, 
first of all, rely on the mastery of the strengh of science and technology. 

in forging ahead toward the modernization of our science and technology, we must 
have an enormous and powerful army of scientific and technological workers that 
are both red and expert. We must have a large number of first-rate scientists 
and engineering and technological specialists. For the training of scientific 


? 


and technological personnel, the basis lies in education. In order to catch 
up with the advanced standard in the world, our country has to proceed from 








ecducalion. ln thi irea, Comrade Den Ala 


ij Ji tcl. ln 19/5, het ide great ettorts to SadiVape OUT SCIeNCe aha 


education undertakings from serious damage and assigned Comrade Hu Yuobany ¢t "ye 

respons ib le for the drafting of a programmat i¢ document for shaking u iY 
jenmtilic research work--the report outline of the Chinese 

and tor issuing a series of directives on shaking up our educational worr. 

Marxist ideas later became the targets on which the oany Oot | is fucuse t 


attack. When Comrade Deny Xiaoping, came out to resume his work in 19//, 

gwn accord he tirst bravely took up the job of being in charye of scien 
education. He adhered to the principle ot Marxism-Leninism-Mao Zedony Thought 
concerning seeking truth from facts, refuted the so-called "two estimates” that 
had been made up by the “gang of four" for the purpose of fettering our work 
related to science and technology, clearly confirmed the fact that a red line 
had held sway on the education front throughout the country for the 1/7 years 
Since the founding of the PRC, and that the overwhelming majority of our 
country's intellectuals served socialism of their own free will and had become 
the intellectuals belonging to the working class and laboring people, and be 

4 part of the working class and a force that our party relied upon. He time and 
ayain points out that we must create an atmosphere inside our party of respecting 
knowledge and personnel. We must break away from the conventions in order to 





discover, select, promote and train outstanding people of talent. We must wive 
play to the expertise of our intellectuals. Generally speaking, we should not 
disturb their work with administrative affairs. We should guarantee their tim 
tor scientific research in order to enable our scientific research workers t 
concentrate most of their energy on sclentilic research. Wwe Should improve t 
material treatment for our intellectuals, and give the same treatment to if 


education workers as our scientific research workers. Our logistic work should 
create conditions for our scientific research and education workers in order to 
enable them to concentrate their attention and energy on scientific research 
und education work. In the past, there was an imbalance between the development 
of economy and the development of education, science, culture and medical under- 
tukings. We spent too little on education, science, culture and medical under- 
tuking; therefore, in the future we must vigorously increase our expenuiture 

in these areas. We must grasp science, technology, and all other areas and 
trades. Science and technology is mainly aimed at serving economic construction. 
Our laurge enterprises should set up their own science and technology researc! 
justitutes. kvery department must carry out scientific research. Our education 
unde rtuking must be suited to the demand of the development of our national 
economy. Our national economy develops in a planned and proportionat: 
therefore, we should also tormulate corresponding well-conceived plan 

inp, specialists and a reserve army of Laborers. In tormulatiny, out 

plans, we must dovetail them with the labor plans of the state and serious! 
consider the demand for the development of labor and personnel. We must mare 
the plan for our education undertaking an important part of our national econonmi 
plan. This plan must take into account the proportion of the development ol 
schools of various grades and categories and take into account developing 
education on both legs. In the area of science and technology, we must catch 
up with the advanced standard of the world. We should not only improve the 
quality of our higher education, but also give priority to improving the quality of 





mar middle-school and 1 iddle-schvol and primary-school education with advanced 
entitic knowledge in the Light of the receptive capability of middle- 





‘iteery-school students, 


riculture is the basis for the development of our national economy.  ¢ Pact 
Jeny Alaoping adheres to this Marxist principle and conscientiously supports 
the creative practice of the masses of peasants in developing agriculture. He 
points out that we should pay attention to developing agriculture. No matter 
what happens in the world, as long as our people are sufficiently fed, every- 
thing is easy to do. In developing industry, we should establish the idea otf 
regarding agriculture as a foundation and the idea of serving agriculture. 
supporting agriculture and promoting the modernization of agriculture is the 
most important task for industry. The more developed our industry, the greater 
the priority that should be given to agriculture. The modernization of agricul- 
ture not only means mechanization, but also means the application and development 
of science, technology, and so forth. In modernizing our country's agricult:: 
we should not copy the methods of Western countries, the Soviet Union, and similar 
countries. We must chart a path that is suited to the conditions of China under 
its socialist system. Yur various rural areas should develop their production 
in line with their local conditions and develop a larger number of the under- 
takings that bring about more economic income and actually benefit the masses 
of people. Ln view of the [word indistinct] brought about by the excessive spee 
in the socialist transformation in the past and the tact that quite a !ew ol ous 
rural areas have failed to be Lifted out of poverty, Comrade Deny Xiaopiny, point 
out that we should emancipate our minds in handling the problems related to the 
organizational forms of collectivization. The rural areas in Anhui and other 
regions first implemented the system of assigning full responsibility for output 
tc households and assigning land to households in exchange for fixed levels and 
thus sharply increased production. tlowever, some comrades worry whether this 
would have a harmful impact on collective economy. Comrade Deng Xiaoping points 
out that there is no ground for such worry. Our general orientation is developiny 
collective economy. In the areas where the system of assigning households tul] 
responsibility for output is implemented, the major part of our economy now is 
still the production teams. As long as production develops and rural social 
division of Labor and commodity economy develop, the low level of collectivization 
will develop into a higher level of collectivization and the collective economy 
will consolidate even though no efforts are made to consolidate it. The key is 


the development of the productive force, through which we should create condi- 
Lions for the further deve lopment of collectivization. When we have a number of 
cadres who have a certain degree of management ability and when the income from 
the collective increases and its proportion in peasants total income rise to a 


certain level, the forms of collectivization will surely chanye in the areas 
where the system of assigning output targets to households is implemented. This 
change will not be the consequence of the administrative order from the upper 
level but the demand that will inevitably be raised by the development of 
production itself. 


Modernization of industry is a problem for which Comrade Deng Xiaoping shows 
extremely great concern. As far back as 1975, he took the responsibility for 
formulating "Certain Questions Conceming Speeding Up Industrial Development" 











and put forth the idea that we nad to introduce, under the prerequisite of 
adhe ring to the guiding princip!e of self-reliance, new technology and new 
equipment from abroad. We should strive to export more goods in exchange for 
sophisticated high-grade precision equipment to accelerate our industrial 
technical transformation and to raise our labor productivity. At the same 
we Should strengthen the scientific research work of our enterprises, and 
consolidate the management order of our enterprises. We should satisiactorily 
#rasp the quality of our products, restore and perfect our rules and revulation 
and particularly set up the responsibility system. In 1978, particularly after 
the implementation of the guiding principles of readjusting, restructuring, 
consolidating and improving, he again stressed that we had to curtail our 
capital construction and continue to develop as vigorously as possible our light 
industry, the production of articles of daily use that have a bearing on people's 
livelinood, and the construction related to energy and communication. We should 
conscientiously consolidate our industrial enterprises, raise our management 
level, and improve the professional and technical ability of the staff and 


-- 
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workers, raise labor productivity and efficiency, give free rein to the initiative 


and creativeness of our staff and workers, and strive to cut down various kinds 
of waste. Our working class should make outstanding contributions to the 
realization of the four modemizations. 


The modemization of our national defense is a constituent part of our socialist 
modermization. Comrade Deng Xiaoping has also expounded much on the strategic 
‘tuidiny thought reyarding the relationships between the economic construction 
and the modernization and the development of our national defense. We shall not 


discuss this here. 


In order to correct the long-standing trend of qualitarianism, Comrade 

Deny Xiaoping repeatedly points that we must adhere to the guiding principle 

of distribution according to labor and allow a section of people to become 
well-oft first. He says that according to the principle of distribution accord- 
in, to labor, in grading the wage scale of workers and staff, we should first 
look into their work performance, their technical level, and the amount of their 
contributions. We should also take into account their political attitude. How- 
ever, good political attitude must be shown in good performance and in working 
for socialism. In handling the problem of distribution, we should decide the 
amount of remuneration in accordance with labor instead of political attitude 

or seniority. We should implement a strict and all-round evaluation system and 
promote our staff and workers according to the results of that evaluation. We 
should establish a special high grade in all trades and professions, give both 
rewards and punishments, and be fair in meting them out. In the spring of 1978, 
he put forth the idea that we should restore the bonus system and the system of 
contribution fees. He said that we had many things to do in carrying out the 
guiding principle of distribution according to labor, since after all we ar 
working for the same aim, namely encouraging everyone to make progress. In the 
CPC Central Committee's work conference held in December 1978, he again pointed 
out that we had to allow a part of areas and enterprises and a portion of our 
workers and peasants to considerably increase their income and become well-off 
earlier than the others through working hard and obtaining greater achievements. 














The fact that the livelihood of a portion of the people has improved wil 
‘ettainivy give rise to a great impetus and encourage Cheir neliysnbor 

ia other areas and units to learn from their exa pie. ary wWiasl ! 
our national economy to continuously develop, Wave aflCer wuve, «alt t} | 
the people of all nationalities throughout our country to relatively quickly 
become rich. This is a major policy, a policy which can iafluence and «i 
impetus to our whole national economy. 


In developing socialist economy, we must pay attention to raising economic results. 


Comrade Deng Xiaoping says that in developing the four modernizations, China mist 
mare tonest and arduous efforts to pioneer our cause. In doing this, the most 


important issue is to thoroughly put an end to all kinds of waste, raise labor 
productivity, reduce the products that do not meet the demand of the community 
and that fall short of the required quality standard and reduce the cost of 
production. Our funds have not come easily, so it is a crime to waste an 

of them. Putting quality first is one of our major policies. It include: ¢t 
necessity in increasing the variety of our products and the settin, up oi certai 
sttundards. Raising the quality of our products is the most important wav »!1 
practicing thritt. In order to increase our competitive edge in the woric 
warket, we must make vigorous efforts in improving the quality of our products. 
ln order to yuarantee the quality, we must set up the responsibility systu 

ind vivorously yrasp scientific research. He also emphatically points out that 
thee overall arrangement of our construction should be based ona truly r 
loundation. We must make up our mind to do away with all unpractical plannin 
ud subjective high targets. Without a proportionate development, a stabi 

nd soundly reliable high speed is never possible. Under the condition 01 a dis- 
location of the proportion in our economy, making up our minds to carry out 
necessary and correct readjustment is a precondition for the normal and stable 
development of our economy. Only when we make a sufficient retreat in certain 
areas can we achieve an overall stability of our situation and take back the 
initiative, and can our economy as a whole be shifted into an orbit of healthy 
deve lopment. 


in carrying out our socialist modernization program, we must adhere to the 
principle of regarding self-reliance as the core. We should mainly rely on our 
own arduous struggle and at the same time, expand our economic and technological 
exchange with the outside world in accordance with the principle of equality and 
mutual benefits. Comrade Deng Xiaoping says that maintaining independence and 
keeping the initiative in our hands was in the past, is now, and wil! be in the 


future our foothold. However, maintaining independence and Keeping the initiat 


in our hands does not mean closing our door to the outside world. Nor dos 
seli-reliance mean a blind xenophobia. We must strive to obtain foreign aid on 
the basis of self-reliance, carry out a policy of opening up to the outside worid 
and strive to utilize international funds and advanced technology to help us 
develop our economy. Drawing in foreign funds and technology, including allowing 
foreigners to establish factories in our country, can be regarded as a supplement 
to help develop our socialist productive force. Foreign capital constitutes only 
a small percentage and will not affect our socialist public ownership. Of course, 
it will bring in some decadent capitalist things, but there is nothing to be 
afraid of in them. However, we have to take two measures: One is to adhere to 








the policy of opening up to the outside world and enlivening our domestic e 
and the other is to resolutely crack down on economic criminal activities. 
Without the latter measure, our policy of opening up to the outside world and 
enlivening our domestic economy will end in failure. 


In order to enable the smooth development of our socialist modernization in 
correct direction, Comrade Deng Xiaoping points out that we must adhere to the 
four basic principles and manage to have four guarantees. He points out tnat 
ideologically and politically adhering to the four basic principles, namely, 
adhering to the socialist road, proletarian dictatorship, the leadership oi 

the communist party and Marxism-Leninism-Mao Zedong Thought is the basic 
precondition for the four modernizations. Only socialism can save China. If 
China departs from socialism it will inevitably retrogress to a semifeudal and 
semi-colonial society. The more developed our socialism, the more developed 

will our socialist democracy be. However, developing socialist democracy does 
not mean that we can eliminate the necessity to enforce a proletarian dictator- 
ship over the force that is hostile to socialism. Although class struggle no 
longer constitutes the principal contradiction in our society, it indeed still 
exists and we cannot ignore its existence. All the comrades in our party and all 
our cadres must leam how to use the law as a weapon (including economic weapons 
such as fines and heavy taxation) to fight against the force that is hostile 

to the party and socialism and against various kinds of criminals. The core in 
adhering to the four basic principles is adhering to the leadership of the 
Communist Party. Without this, there will notbea socialistsystem. In order to 
idhe re to the party's leadership, we must strive to improve it. In this aspect, 
we must improve the organizational conditions of our party, the work of our party 
in exercising its leadership and the system of our party's leadership and we must 
strengthen party discipline. The 3d Plenary Session of the llth CPC Central 
Committee established, or to be more accurate, reiterated the party's Marxist 
ideological line. Seeking truth from facts is a basic part of Marxism-Leninism 
Mao Zedong Thought. Comrade Deng Xiaoping says that for a long time to come, 

ut least in the nearby 20 years to the end of this century, we should grasp 

four aspects of work, namely: Carrying out reform in our structure and economic 
system and managing to make our cadre ranks revolutionary, younger, better 
educated and professionally competent; building up a socialist spiritual 
civilization; cracking down on the criminal activities that undermine socialism 
in our economic, and other fields; and rectifying party work style and consolidat- 
ing the party on the basis of conscientiously studying the new party constitution. 
This is the most important guarantee for us in adhering to the socialist road ani 
concentrating our strength on carrying out the modernization program. As the 
four modernizations progress, we must persist in grasping these four aspects of 
work as a guarantee. We should never ignore any of these aspects, and should 
treat these aspects of our work as aspects of a constant nature ir our work and 
struggle. 


Comrade Deng Xiaoping solemnly points out that we must carry out resolute and 
through reform in order to put an end to the malpractice in our existing systems, 
step by step and in a planned way. Reforming and perfecting the various systems 
of our party and state is an arduous and long-term task, and the key to carrying 
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st this task is reforming and perfecting our party's and state le ade rs 
ln respect of our party's and state's leadership svsten and ire 
,lem, the principle malpracti:.es are the phenomena of bureaucracy, over 
tralization of power, patriarchy, the life-long tenure of leading cadres and 
i.e itied toms of privilege. Our bureaucracy and bureau 
nd system are extremely harmful. Our current phenomena of bureaucracy are 
ssely related to the idea advocated by us for a long time that our socialist 
»ystem and planned management system should implement the management system 
1 high degree of centralism in the fields of economy, politics, culture and 
ciety. This can be regarded as the general root cause for the bureaucracy, 
that is peculiar to us at present. When power is overcentralized in an individual 
ind in a few people most of the people who do the work are not empowered to make 
iny decision and a small number of empowered people will be overburdened. This 
aill inevitably lead to bureaucracy and make us commit mistakes. All the above- 
mentioned malpractices have, more or less, a si.ade ot feudalism. Now we stiould 
clearly and definitely bring up the task of continuously eiiminating the resi 
influence of feudalism in the fields of our ideology and politics, auc earnestly 
make a Series of reform in our systems. The focus in the task of eliminating 
the residual influence of feudalism lies on eamestly reforming and perfectinz 
yur party's and state's systems and by means of these reformed and perfected 
systems guaranteeing the democratization of our party's and state's political 
» Our economical management and all our social life, thus promoting the smooth 
development of our modernization program. Of course, while eliminating the rm 
idual influence of feudalism in our ideology and politics, we should not in 
the least slacken or neglect our criticism of the ideology of bourgevisie and 
petty bourgeoisie, and criticism of ultraindividualism and anarchism. In the 
norocess of reform, we should solve the problem related to the division of power 
ot office between party, government, economic, mass and other organizations. 
ae should actually set up a powerful work system from the State Council down to 
the local governments at various levels and establish powerful production- 
nanagement systems in our enterprises. In order to put an end to the phenomena 
of seeing privilege, we should solve the problem related to our systems as 
\l1 as ideolozical problems. We should set up a system of mass supervision 
and thus let the masses and party members supervise our cadres, particularly 
leading cadres. The key to the abolition of the system of life-long tenure ol 
leading cadres lies in perfecting the system of electing, recruiting by 


, 


mination, appointing, cismissing, evaluating, impeaching and rotational is 
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ranging cadres. We should make adequate, clear and detinite regulations 
related to tenure of office and retirement of various ranks and kinds of leadit 
cadres, whether they come to their post by election, appointment, or recruitment. 
Under the prejuisite of adhering to our socialist road, we should make our rank. 
ol cadres younger, better educated and professionally competent and ygradually 
turmulate a perfect cadre system aS a guarantee for the achievement of this goal. 
Qur reform in the party's and state's leadership system is not aimed at weakening 
our party's leadership. On the contrary it is precisely aimed at adhering to 
and strengthening our party leadership. 


Comrade Deng Xiaoping points out that we must conscientiously solve the problem 
related to various kinds of economic systems in order to effectively carry out 
the four modermizations program. At present, our economic management system is 











overcentralized. We should bravely, and in a planned manner, transfer power 


to a lower level, otherwise we cannot give full play to the initiative of the 
tate, localities, enterprises and laborers as individuals. It is also 
untavorable to the modermization of our economic management and the raisiny 

ot our lubor productivity. We should let our localities, enterprises, and pro- 


duction teams have greater decisionmaking power in their administration and 
management, and thus bring their creative initiative into full play. At the 

same time, we should enact comparatively detailed laws and decrees in order to 
prevent the distortion of the denotation of, and the abuse of this decision- 
making power. He emphatically points out that if we want to bring the superiority 
of our socialist system into full play, we should fully develop our people's 
democracy, and ensure that the whole people really enjoy power in managing 

their country in various effective forms, particularly the power of managiny the 
basic-level local government and various enterprises and institutions. Without 
democracy, there will be no socialism nor socialist modernization. All our 
enterprises should carry out democratic management without any exception in order 
to combine centralized leadership with democratic management. The staff and 
workers congresses or meetings will be provided with the power to discuss the 
important problems of their corresponding units and to make decisions on then. 
They should be empowered to make proposals to the upper levels for dismissing 

the professionally incompetent administrative leading personnel in their units. 
Moreover, we should gradually establish the practice of appointing a certain 
proportion of leaders through election. At the same time, he also very 


ulfirmatively points out that at present, our economic management departments 
are overstaffed and duplicated in their organization. Their procedures are 
too complicated and their efficiency is very low. Political empty talks 
frequently submerge everything there. No comrades there should be held 
responsible for this; instead, we should be held responsible for it because we 


fuiled to promptly put forward the idea of reform. But, if we iow still do not 
carry out the reform, our modemization program and socialist cause will be 
ruined. We should learn how to use economic methods in managing economy. (on- 
cerning our management system, we should now pay special attention to strengthen- 
ing the responsibility system. In order to bring the responsibility system into 
play, we should first expand the decisionmaking power of our management personne] 
and ensure that those assigned with a responsibility should have corresponding 
power; second we should be good at selecting personnel and should assign posts 

to them in accordance with their ability and third, we should strictly evaluate 
our cadres' performance, be both strict and fair in meting out rewards and punish- 
ments and ensure that reward, punishments, promotion and demotion are linked with 
material interests. 


The above-mentioned viewpoints are the main features of Comrade Deny Xiaopiny 
strategic thinking and expositions on socialist modern economic construct ion 
and his expositions on certain relevant problems. His strategic thinkin, i 
very rich in content, and will continue to develop as our socialist moderniza- 
tion progresses. We should not only study his strategic thinking, but at the 
same time we should also learn from his spirit of emancipating the mind, 
studying new conditions, and solving new problems. As he has truly said, 
emancipating our minds means precisely that we should apply the basic principles 
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t Marxism-Leninism Mao Zedong [hougit in studying new condi 
Hew problem. the most important new conditions and new problems in our intr 


foods are the realization of the four modemizations. 4s 


tive rew conditions and aw prot 
rg iti,’ vig trie tor mode rmizations prot iT mid 11% iy 
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ical and theoretical workers to Marxism and a true practic: 
Mao Zedong Thought. We are faced with a large number of economic theoreti 
problens which we should study. In order to really obtain achievements in our 
theoretical research, we should adhere to the correct guidelines for theore! 
dore. in March 1979, in a party meeting to discuss principles and idevloygi 
wuidelines related to our party's theoretical works, Comrade Deng Alavupiny, said 
thut we had already admitted that our natural science lagged behind foreign 
(‘Ountries and now we had also to admit that our social scientific research wore 
in comparable aspects lagged behind toreign countries. The cause oi the emes 
of this backward situation lay, first of all, in the C’C Central Committee and 
CYC cormittees at various Levels because their leading methods were not oruper, 
they had set up too many forbidden areas and they showed too little con 
‘ave too little support to theoretical work. He also said that in studying an: 
discussiny our ideological theory problem, we had to resolutely implement 
uidin,, principle of letting a bundred flowers blossom and a hundred 
thought contend. We must resolutely carry out the yuiding principle of ¢ 


“doctrine of three don'ts,” namely, do not seize on people's mistake, 
stick labels, and do not wield the big stick. We must resolutely ‘Try 
uiding principle of emancipating our minds, doiny away with superstiti 
roceeding, {rom practice in everything. Since the 3d Plenary Session t 


lith CPC Central Committee, an unprecedently lively situation has emeryed i 
“conomic theoretical front as in all other theoretical fronts, under the ywuidar 
‘| these correct guiding principles of the CPC Central Committee, and very reat 
progress has been achieved. However, if we want to bring about a radical change 
in the backward conditions in our theoretical work, we should continue to make 
Teat efforts. To carry out in an accurate and all-round manner the C?¢ 

Central Committee's guiding principles on the theoretical work which are pointed 
ut by Comrade Deng Alaoping in his Works as the most Important guarantee tor 
ihieving this goal. We are deeply convinced that as long as we conscientiousl, 
do our work in this way, we will surely be able to promote our thevuretical worr 
ind thus make it meet the demand of our socialist modernization and we wiil sure! 





be able to promote our economic theoretical work to make Its due contribution 
mder the new historical condition to the development of the economic theory 
MarazlomLeninism-Mao Zedong Thouglit. 
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WATIONAL POLICY AND ISSUES 


ZHAO ZIYANG INSPECTS XINJIANG; ADDRESSES FORUM 
OW050001 Beijing XINHUA Domestic Service in Chinese 1412 GMT 1 Sep 83 


[Text] Urumqi, 1 Sep (XINHUA)--On his recent inspection tour in Xinjiang, 
Premier Zhao Ziyang pointed out: We must develop Xinjiang and Northwest 
China so that Xinjiang and Northwest China as a whole can become one of 
China's most important bases in the 2lst century. This is an important 
strategic idea of the central authorities on promoting China's economic 
construction. He pointed out: From now on, we must place the development 
of Xinjiang on the agenda of the construction of the entire country. 


Premier Zhao Ziyang; Hu Qili, member of the Secretariat of the CPC Central 
Committee; Hao Jianxiu, alternate member of the Secretariat of the CPC 
Central Committee; and other comrades went on an inspection tour in Xinjiang 
from 8 to 22 August. They trekked from the Tarim basin to the Altay Crass- 
land, from the Karamay oilfield to the Ili River Valley and across the 
Tianshan Mountain, making a journey of more than 6,000 km. They inspected 
over 10 prefectures, autonomous prefectures, and cities; visited workers, 
peasants, and herdsmen of all nationalities as well as the families of 
intellectuals, and called on PLA commanders and fighters and staff members 
and workers of the production and construction corps. Before leaving 
Xinjiang, Zhao Ziyang spoke at the report meeting sponsored by the Xinjiang 
Regional Party Committee and people's government. 


Zhao Ziyang pointed out: Xinjiang enjoys priority in the development of 
Northwest China and should be taken into consideration as a single economic 
zone. This is not only because Xinjiang is strategically important in terms 
of national defense but also because Xinjiang is richly endowed by nature 
and enjoys many economic advantages for China's four modernizations. 


Zhao Ziyang then touched on how Xinjiang is "richly endowed by nature." 

He said: Essentially, Xinjiang is located at the center of the European 

and Asian continents, It has three great mountain ranges (Tianshan, 
Altayshan and Kunlunshan), three great basins (Tarim, Junggar and Turpan), 
over 10 rivers, the vast Gobi desert, developed mountain glaciers and rich 
energy and mineral resources. What is better, Xinjiang's elevation is not 
high; it has a high percentage of sunny days per year; radiation in Xinjiang 
is strong. Furthermore, accumulated temperature in Xinjiang is high, and 
the temperature varies greatly. These factors naturally compose an entirety 
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which interact on each other and are full of vitality. If we can use these 


}actors appropriately, they may form a good economic cycle and «reat. 
imm asurable wealth. These conditions of Xinjiang are better than th 
other places in Northwest China, There are not many places in the wor! 


which have such a wide range of good conditions as Xinjiang. 


After enumerating Xinjiang's agriculture and animal husbandry, energy, and 
mineral resources, Zhao Ziyang pointed out: Xinjiang is a treasure land 

yet to be developed in the motherland's four modernizations. Looking forward 
to Xinjiang's prospects in accordance with its superiroity, we have reason 

to believe that it is possible for Xinjiang to become an important livestock 
product base, an important industrial crop (cotton, sugar, and fruit) base, 
and an important petroleum energy resources base for China in the future. 


Zhao Ziyang then talked about the restricting factors in the development of 
Xinjiang. They include the following restrictions: the concrete resources 
of Xinjiang are not clear; the state cannot possibly make large investments 
in the near future; qualified personnel are inadequate; basic facilities are 
poor. He said: Therefore, the principle and plan of the development should 
be: Developing actively, giving prominence to key projects; and advancing 
in an orderly way. He pointed out: The development of Xinjiang can be 
divided into two stages on the whole. The principal task in the 1980's is 
to make good preparations and carry out some key construction projects whic! 
need only small amounts of investment, can be completed within a short period 
of time, produce good results, and are urgently needed by the state and the 
people. In the 1990's we must enlarge the scale of construction step bv 
step and quicken the pace of construction in a proper manner. He said: 
Therefore, from now on we must place the development of Xinjiang on the 
agenda of national construction. 


Zhao Ziyang said: The following five key trades will be developed as eco- 
nomic pillars in Xinjiang: 


First, agriculture and animal husbandry; they are the primary industry. 
Xinjiang’s future population will increase, therefore, it must be more 

than self-sufficient in grain and produce large quantities of fodder. 
Xinjiang must continue paying attention to grain production. However, in 
view of Xinjiang's natural conditions, Xinjiang should particularly exploit 
its superiority in animal husbandry and the production of cotton, sugar, 
melons, and fruit in its development plan. Animal husbandry must be vigor- 
ously developed not only in pastoral areas but in rural areas as well, where 
agriculture must be combined with livestock breeding, particularly the 
breeding of cows and milch goats. Xinjiang must supply large quantities of 
meat, dairy products, and fruit to make contributions to the gradual change 
in the composition of China's foods. 


Second, the petroleum and petroleum processing industry; they are Xinjiang's 
second major industry. The gradual increase in the output of petroleum wil] 
bring along a series of industries, 
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Third, the food and textile industries; Xinjiang has a superior development 
of animal husbandry, industria! crops, and melon and fruit production. 
Therefore, Xinjiang has created favorable conditions for the development 

| the tood, fodder, and cotton and woolen processing industri: 


Fourth, the power industry; referring primarily to the development of the 
coal industry and the utilization of hydroelectric resources to promote 
hydropower and thermal power generation. 


Fifth, the building materials industry: It is necessary to draw on local 
resources to develop the cement, brick, tile, and other industries in order 
to satisfy the needs of local econoric construction and the people's liveli- 
hood. 


He pointed out: When these key trades are developed, they will give impetus 
to other trades so that the economy in this region will gradually prosper 
and the people will gradually become well off. 


7hao Zivyang pointed out: To develop these industries, we must first deal 
with questions concerning water conservancy and traffic; they are the funda- 
mntals. Only when we have met these two prerequisites can we have the 
conditions for developing other industries so that Xinjiang's economy can 

be vivorously developed. 


He said: Xinjiang's three great mountain glaciers are reliable, relatively 
stable water resources. They are “solid-water reservoirs.” We must cherish 
these precious resources and put them to rational use to create greater 
wealth, and bring greater benefits to the people. The first decisive factor 
for the development of Xinjiang and the creation of wealth is water conser- 
vancy. To solve the question of water, we must develop water resources 

and use them economically and rationally. In developing water conservancy, 
we must stress unified planning, multipurpose utilization, strengthening 
management, drawing and storing water, and the integration of well irriga- 
tion with canal irrigation. There are very great potentials yet to be tapped 
in the development and conservation of water resources as a whole. We 

must proceed from policy and from science and technology to tap these poten- 
tials. 


He said: Xinjiang’s traffic and transport are poorly developed and transport 
distances are long. These are serious restrictions to Xinjiang’s economi< 
development. We must take this question into consideration when we draw 

up plans, make policy decisions on economic development and lay down princi- 
ples and policies. We must make an all-round economic analysis and accounting 
on railway, highway, and air transport and adopt effective methods to solve 
these problems. 


Touching on good preparations for the large-scale development of Xinjiang, 
Zhao Ziyang pointed out: Xinjiang’s future large-scale development depends 

on how well we make our preparations in the near future. The key projects 

to which we will devote the last 7 years of the 1980's are of vital importance 
to the future. He said the following things must be firmly grasped: 
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First, drawing up plans: Xinjiung has its own geographical characteristics; 


it is a vast natural economic zone which consists of three hizh mountain 
ranyes alternating with three large basins. Within this larze zone some 
mill economic zones are also formed because of differences in natural condi- 


tions. Therefore, we must not only draw up a plan for developing Xinjian, 
as an entirety, but also must pay attention to planning for all the small 
economic zones in Xinjiang. It is necessary to draw special-topic develop- 
ment plans for some important trades. 


Second, exploring resources well and making good early-stage preparations for 
important projects. It is necessary to carry out the exploration of mineral 
resources in a planned way. We must first lay stress on petroleum and coal. 
We must put persons in charge of the early-stage work for water conservancy, 
transport, energy resources, and other important construction projects 
already affirmed and to be affirmed soon, so that the work can be done well. 


Third, carrying out some essential construction in accordance with possible 
‘onditions: The focus should be put on water conservancy, traffic, energy 
resources, building materials, and the food and light and textile industries. 
't is necessary to complete these projects one by one, in order of importance 
md uryency. We must avoid doing anything on too large a scale or over- 
extending the battle line. In addition to state investments, Xinjiang's 

own funds must first be spent on the construction of key projects. It is 
necessary to link the funds raised by Xinjiang with state aid. 


Fourth, intellectual development and qualified personnel training: It is 
necessary to pay special attention to training qualified personnel for loca! 
construction projects, In addition to increasing the number of students 

to be enrolled by institutes of higher learning, we must establish more tech- 
nical secondary schools. University courses and specialized subjects may 

he taught via television where conditions are good, for this is also 4 
method. It is necessary to seriously train existing cadres at all levels 

ind to adopt various measures to attract qualified personnel and imported 
technology from other places. All coastal provinces and cities must do 

their best to support Xinjiang. When inviting qualified personnel fron 

other places to work in Xinjiang, we must draw up plans, set goals, and have 
contracts signed with the given projects to be completed. After fulfilling 
their tasks, they will return. The regional planning committee must firmly 
grasp this matter of prime importance concerning what projects are to be 
completed and what kind of people are to be invited. We should institute 
some policies to make technical personnel happy to settle down in border 
regions and engage in construction. These policies will also make provinces 
and cities in the interior happy to “support border regions with intellectual] 
resources” and to help and benefit each other. 


Fifth, pay attention to economic results and fully tap potentials in order 

to accumulate funds. In developing Xinjiang, a major problem is where to 

find the money. State support is necessary, but Xinjiang itself should seek 
to achieve better economic results and develop ways to make money. It is 
necessary to start some profitable industries in light of local characteristics, 
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but for the near future it is most important to tap potentials. All trades 
and occupations must pay attention to this point. 


Zhao Ziyang pointed out: Xinjiang is not industrially developed by national 
standards. However, Xinjiang already has a fairly large industrial estab- 
lishment with more than 4,000 enterprises and fixed assets valued at 5.32 
billion yuan, and this is not low in China in terms of per-capita level of 
development. But for various subjective and objective reasons, many eco- 
nomic indexes are now much lower than the national average. This situation 
reflects one fact, that is, the potentials are very great. By catching 

up with the average national level, Xinjiang’s revenue can double and 
redouble. Therefore, Xinjiang should be determined to consolidate enter- 
prises, raise management and operational standards, and pay attention to 
technical progress. One viewpoint must be made clear: Only with a fairlv 
high level of managerial and technical development will conditions be 
available for further industrial growth. 


He said: It is not only industry that should stress tapping potentials and 
improving economic results; agriculture and animal husbandry should do the 
same. To tap potentials and achieve better results, the key lies in further 
implementing the principle of relying on both policy and science. First of 
all, it is necessary to further implement the rural economic policies. The 
system of contracted responsibilities on the household basis with remuneration 
linked to output was implemented earlier in the farming areas in Xinjiang. 
This system has only just begun to be implemented in the pastoral areas and 
must be further promoted. At present, Xinjiang has cultivated land 3./ mu 

of per-capita and an average yield per-mu of only some 200 jin. Just 
increasing fertilizer application and scientific farming, output can be 
increased by a wide margin. There are also very great potentials for 
increasing the percentage of marketable livestock production. Speaking of 
water conservancy, the existing facilities also have great potentials, in 
view of the irrational and extremely wasteful way water is used. By adoptin,y 
the necessary measures and applying appropriate policies, even with the 
present amount of water, at least 30 percent more land could be put under 
irrigation. 


Zhao Ziyang stressed that in making economic decisions Xinjiang should 
foster strengths and circumvent weaknesses. He said: Xinjiang's economic 
strengths are very obvious, and so are its weaknesses, particularly the 

fact that it is located on th border, far from the sea and requiring long- 
distance transportation. The other difficulties and weak points mentioned 
previously, such as the lack of a clear understanding on resources, the 
shortage of trained personnel, the failure of water conservancy construction 
to keep up with requirements, and so forth, can be solved or developed. 

But the long transportation distances are the one difficulty that cannot 

be changed and will have an adverse effect for a long time to come. In con- 
sidering Xinjiang's economic development, attention must be paid to these 
problems. It is necessary to try in every possible way to avoid and reduce 
the effects of these unfavorable factors and to bring Xinjiang’s strong 
points into play. 
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Zhao Ziyang said: In economic work, we should focus all considerations on 
improving economic results. Since we adopted the policy of opening to the 
patside world and enlivening the domestic economy, the country as a whole m 

nger closes itself to international intercourse, and the provinces and 
autonomous regions too no longer practice a closed or semiclosed autarki« 

nomy. It is both necessary and possible to exchange commodities between 

provinces and regions, and even between countries so as to supply each 
other's needs, develop each other's strong points, and make up each other's 
insufficiencies. Each area should consider setting up industries that are 
»4alted to local production conditions, have other advantages, and can become 
economic pillars to produce and export commodities of good quality at rea- 
sonable prices and should consider importing what it does not have or that 
which is too costly to produce locally. This kind of specialization and 
division of labor between areas and mutual excnanges will result in the most 
effective utilization of each area's resources, manpower, and funds, thus 
raising labor productivity and increasing social wealth. Any place that 
does this can develop its own economy and become prosperous, 


He pointed out: Because of Kinjiang’s long transportation lines, it costs 
rore to export its goods, and for the same reason it also costs more to 
import goods from other places. This provides conditions for the developmen 


° 
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1! industries, particularly industries with local national character- 
istics, to meet local wparket demands. Local products can capture the local! 
market provided they are based on local conditions and seriously researched, 


produced in greater varieties and smaller batches, have their colors and 
lesigns frequently updated, reach a certain quality, have fairly low produc- 
tion costs and meet the needs of the local people. Therefore, on the one 
nand Kinjiang should not strive for autarky, but on the basis of stressing 
economic results, should develop commodity exchanges, exporting its own 
superior and unique commodities and importing good-quality and low-cost 
yoods which are in short supply locally. On the other hand, Xinjiany should 
pay attention to producing locally the commodities which are demanded by 
local markets, for which production conditions and technology are available, 
ind which it is more economical to produce locally than import. This applies 
not only to Xinjiang as a whole but to the small economic zones within the 
autonomous region. 


On the development of foreign trade, Zhao Ziyang said: Xinjiang is far from 
the sea, but is closer to Central Asia and the Gulf countries than to China's 
-oastal areas. In addition to the relations due to similat’ customs and 
habits, prospects are good for developing foreign trade markets in this 
direction, 


He said: KXinjiang’s special feature is its production of raw materials. 
Its cotton and wool are very famous. There is now a tendency for everyone 
to want to get into the processing industry. Of course, some processing 
industry is necessary, but it must not be developed blindly. Exporting 
raw materials can be profitable too. Take wool for example: Cleaning it 
before shipping can earn money while reducing transport costs, and this 

is rational also from the viewpoint of social and economic benefits. 











7Thao Zivyany stressed that in developing itself Xinjiang should pay attenti 
to ecological balance and environmental protection. He said: Xinjiany 
little vegetation, which is a big weak point. First of all, vigorous effort 
should be made to plant trees and grass and protect the existing forests 
and pastures. The planting of trees and grass and restoration of veyvetation 
is a major task for Xinjiang as a whole, and it can be said that it has a 
bearing on the success or failure of future development. Xinjiang should 
be willing to use a part of its water and soil resources for plantiny trees 
and grass. Using summer flood waters for irrigation to afforest large 
stretches of land is a practical method, The pastoral areas should protect 
their grasslands. Preventing forests and vegetation from being destroyed 
involves the question of how to solve the fuel problem for the rural areas. 
The rural energy problem is also a strategic problem and should be properly 
studied. From Xinjiang’s point of view, it is necessary to adopt varied 
measures including planting firewood forests, using solar energy, developiny 
marsh gas and so forth. The use of solar energy should be tackled as an 
important scientific research project, striving to make a breakthrough in 
the near future. Only when the rural fuel problem is solved will it he 
possible to gradually restore vegetation, return straw to the fields and 
maintain land fertility. Xinjiang's ecological disruption merits attention. 
Salinization of soil is a hidden menace to economic development. This is 

a major probl_o in Xinjiang's development and must be brought to the atten- 
tion of cadres at all levels so that comprehensive measures will be adopted 
to tackle the problem, strive to improve step by step the ecological balance 
and bring about a benevolen cycle. 





Zhao Ziyang said: In order to develop Xinjiang, the Production and 
Construction Corps should also know how to take advantage of the corps 
superior features. The Production and Construction Corps, composed of people 
of various nationalities, is a very important force and it will continu 

to play a backbone role in the course of building Xinjiang and the border 
regions. 


He said: In the last few years, the corps has made great achievements in 
its work. Since 1981, it has begun to make profits after many years of 
losses. Great development has been made in its industry, agriculture, animal 
husbandry and other undertakings. In order to meet the new situation, the 
corps should further emancipate its mind, reform its organization and opera- 
tions, and form associations embracing agricultural, forestry and animal 
husbandry farms and associations of agricultural, industrial and commercial 
enterprises. It should operate as a regionwide comprehensive corporation 
and at the same time play the role of a large engineering development 
corporation, In order to operate like a large corporation or enterprise, 

the corps should adopt various internal systems of economic responsibilities. 
Particularly in its agricultural farms and livestock farms, a system of con- 
tracted responsibilities based on the household with remuneration linked 

to output should be implemented on a trial basis. In other words, "a large 
farm consists of a number of small farms." The small farm is a family fare 
in form, but it is specialized rather than "small but all-embracing.” The 
regimental farms should link themselves with those family-type small farms 
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to form a network of large farms under the corps. In order to do so, the 
reyimental farms should primarily rely on various economic ties, economi« 
contracts and cooperation in crop protection, processing, transport, storaye, 
technical assistance and supply in the course of production, rather than on 
administrative means, This veform should be undertaken first at selected 
units on a trial basis and be gradually popularized after experience is 
gained, The corps should open itself to the civilian communities, serve 
local people and run various undertakings in cooperation with local author- 
ities under a unified plan. Local civilian forces may be asked to join the 
enterprises and institutions run by the corps in order to avoid redundancy. 


Zhao Ziyang emphasized the necessity of strengthening unity and further 
enhancing the excellent situation in Xinjiang. 


He said: As we pursue our inspection tour in Xinjiang, all of us feel that 
the situation here is very good and the achievements made here are ,cc.t. 
Since the 3d Plenary Session of the llth CPC Central Committee, particularly 
since Comrade Wang Enmao took charge of the work in Xinjiang, remarkable 
progresses have been made in all fields here. The PLA units stationed in 
Xinjiang have made tremendous contributions and achievements in army 
building, supporting local construction and in defense of the motherland's 
border regions, 


He said: The excellent situation in Xinjiang is primarily shown in the 
existence of unity and in the field of construction. In the last few years, 
unity has been strengthened, development has’ been made in construction, 
people of various nationalities have improved their livelihoods and the 
motherland's border defense has been further buttressed, 


Zhao Ziyang said: Strengthening the unity among various nationalities is 

a task of prime importance in Xinjiang, as well as a key to doing all wort 
well, Without this key, nothing can be done any time or anywhere in Xinjianz. 
[t is very correct for the Autonomous Regional Party Committee to have firmly 
grasped this key and made great efforts to implement the party's policies 
concerning nationalities and to promote unity among various nationalities 

in Xinjiang. Because of those great efforts, there is a good situation of 
stability, unity and economic development in Xinjiang. In order to develop 
and build Xinjiang, we must henceforth continue to enhance this excellent 
situation of stability and unity. We shouid further greatly strengthen 
unity and cooperation among various quarters, including army-people unity, 
army-government unity, the unity between new and old cadres, and particularly 
the unity between the peoples of various nationalities and the cadres, 
Strengthened unity is a precondition and guarantee for large-scale develop- 
ment of Xinjiang. 





He said: In order to further strengthen the unity among various nationalities, 
we must do a great deal of work. Let me emphasize again here two viewpoints 
that we should keep clearly in our minds: One is the viewpoint of "two 
indispensables" among various nationalities in Xinjiang; the other is the 
viewpoint that peoples of various nationalities in Xinjiang mist closely 
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unite within the big family of the motherland, and such unity can only be 
further strengthened, not weakened. 


He said: People of many nationalities have lived together in Xinjiang for 

a long time. In our country, the relationship among various nationalities 
is one among the working people. Their fundamental interests are completely 
identical. Various nationalities are like brothers sharing weal and woe. 
Wherever we go during our stay in Xinjiang, we hear people talking about 
the "two indispensables"--that is, the minority nationalities are indis- 
pensable, as is the Han nationaiity, to the success in work and to the 
development of various undertakings ic Xinjiang. This viewpoint is very 
correct and is a brief summation of historical experience. Each nationality 
in Xinjiang has its merits. If all the nationalities unite with and help 
each other. they will yield a great material force. We should further 
educate the neople to make the “two indispensables" notion strike a deeper 
root in the hearts of the people and thus lay a good ideological foundation 
for strengthening unity. 


Zhao Ziyang said: Xinjiang has been an important component of the motherland 
for a long time. The people of various nationalities here, having glorious 
revolutionary traditions, waged unyielding struggles to defend the unifica- 
tion of the motherland. On the one hand, we should realize that Xinjiang 

is a very important region of the motherland strategically and economically. 
The vast land, rich natural resources and deligent and brave people in 
Xinjiang will make important contributions to the motherland's four moderni- 
zations. On the other hand, we should realize that support from the people 
throughout China is indispensable to Xinjiang's development and to the well- 
being of the people of various nationalities in Xinjiang. Take construction 
for instance: It is not enough for Xinjiang to rely on local financial, 
material and technological resources, Xinjiang and other parts of China 

must help supply each other's needs and assist each other. In other words, 
Xinjiang's development is connected to the country as a whole. With the 
growth of our national economy, support for Xinjiang will constantly increase 
and the construction in Xinjiang will be gradually expedited in the future. 
In our visits to various localities during this inspection tour, we are glad 
to see that all nationalities deeply love the motherland and the Party Central 
Committee and support the line laid down by the 3d Plenary Session of the 
llth CPC Central Committee and that the sincere and profound feelings are 
from the bottoms of their hearts. Their wholehearted support for the mother- 
land and the Party Central Committee has made a very deep impression on us. 
This situation is very precious. We should make the love for the motherland 
and the Party Central Committee strike deeper roots, in the hearts of the 
people of various nationalities. We should strengthen the unity among 
various nationalities, consolidate the unification of the country and enhance 
the excellent situation. 


Zhao Ziyang said: In order actively to develop and build Xinjiang, the 

central authorities urge the people of various nationalities and the cadres 

in Xinjiang to take it as their sacred and glorious duty to strengthen the 
unity among various nationalities and consolidate the motherland's unification. 
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All their words and deeds should be conducive to unity among various nation- 
alities and to the motherland's unification. To a cadre, this requirement 
is an important way to judge whether he possesses both political integrity 
and ability. To a party member, this requirement is an important way to 
test his party character. 


In conclusion, Zhao Ziyang said: The Party Central Committee and the State 
Council are deeply concerned about Xinjiang’s development. I hope that the 
workers, peasants, herdsmen, intellectuals, PLA commanders and fighters 

and all workers and staff members of the Production and Construction Corps 
of various nationalities in Xinjiang will unite as one to do all Xinjiang's 
work well. Although Xinjiang's development started a little late, we 
earnestly hope that the comrades in Xinjiang will work hard to surpass 
those who started earlier. 


CSO: 4006/809 
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ECONOMIC MANAGEMENT 


LIU PENG PROVIDES WAYS TO INCREASE ECONOMIC RETURNS 
SK300514 Jinan Shandong Provincial Service in Mandarin 2300 GMT 29 Aug 83 


[Text] According to our reporter and correspondent, on the afternoon of 

29 August, Liu Peng, deputy governor of the province, delivered a speech 

at the provincial industrial and communications work forum on ways to success- 
fully consolidate enterprises in order to improve enterprise quality and 
increase economic results. 


In his speech, he emphatically pointed out: If industrial and communica- 
tions enterprises fail to bring about a fundamental change in production and 
to markedly upgrade their quality, they will have no future. We must be 
clear about the situation we face and should keep a cool head to accept a 
new challenge. 


In analyzing the economic situation prevailing in the province and the basic 
situation prevailing in the work of consolidating enterprises, Comrade Liu 
Peng stated: By implementing the principle of readjusting, restructuring, 
consolidation, and improving over the past few years, our province's indus- 
trial and communications front has become better and better off. Since 
early this year, economic results in industrial production have scored new 
increases. The front has realized simultaneous increases in production 
speed and economic returns. However, questions in industrial and communica- 
tions enterprises in regard to retooling and converting production are not 
truly dealt with the low economic returns have not been fundamentally over- 
come. Comrade Liu Peng pointed out: The reasons for such situations are 
many. In the view of microcosm, a basic question is the poor quality of 
enterprises and the technical level and cultural knowledge of staff members 
and workers are not in conformity with the need to build socialism, In the 
aspect of technical quality, questions concerning out-of-date equipment 

and backward technology are popular. In managerial affairs, basic work is 
weak and the capability to meet an emergency is poor. 





Comrade Liu Peng stated: There is a great deal of work to be done in up- 
grading enterprise quality. At present, an important one is to earnest) y 
study Deng Xiaoping'’s selected works, to straighten out guiding ideology, 
and to do a good job in consolidating enterprises. He emphatically put 
forward the following eight tasks to successfully consolidate enterprises: 
1) Party committees at all levels should realistically strengthen their 
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leadership over the consolidating of enterprises; 2) A good job should be 
done in earnestly consolidating leading bodies of enterprises and the party's 
grassroots organizations; 3) It is necessary to strengthen the building of 
the contingent of staff members and workers and to make efforts to upgrade 
the quality of politics, culture, and professional technology among staff 
members and workers; 4) Continuous efforts should be made to grasp the work 
of switching losses to profits; 5) It is necessary to integrate enterprise 
consolidation with trade readjustment so as to exploit strong points and 
avoid shortcomings, and to give full scope to superiority; 6) It is necessary 
to focus on key points and to fan out from points to areas; 7) A good job 
should be done in earnestly setting up models of "six-good" enterprises; 

and 8) Continuous efforts should be made to consolidate commercial enter- 
prises. 


CSO: 4006/809 
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ECONOMIC MANAGEMENT 


PLANNING SYSTEM REFORMED 


Shanghai CAIJING YANJIU [THE STUDY OF FINANCE AND ECONOMICS] in Chinese 
No 3, 25 Jun 83 pp 1-7 


[Article by Zhu Xiangxian [2612 6272 6343]: "Summarize Historical 
Experience; Reform the Planning System] 


[Text] The planned management system is the managerial systems and measures 
used in implementing the planned economy system. Planned management is 

the key link of each item of management in a socialist state's national 
economy, and the planned management system plays a guiding, central role 

in the economic management system. At present, the reform of the planning 
System cannot keep pace with the demands of a changing economic foundation, 
and it cannot adapt to the new situation of rapid development. Consequently, 
we must abide by the major policies stiputated by the 12th Party Congress, 
break with old conventions, and strive to make new breakthroughs in the 
reform of the planning system and the planning work. To reform the 
planning system, we must understand its history and present state of 
affairs. Since the founding of the PRC, our nation's planning system 

has undergone many transformations. Conditions at Shanghai and throughout 
the nation are more or less alike, though there are separate distinguishing 
features. Taking a sweeping look at the evolution of Shanghai's planning 
system, the "First 5-Year Plan" not only achieved rather remarkable results, 
it also afforded rather valuable experience. To sum up earnestly the 
experiences of the "First 5-Year Plan," in regard to the reform of the 
planning system it improved the quality of the planning work and was 

quite useful in bringing into play the superiority of a planned economy. 
This article will take the "First 5-Year Plan" as the core, and will center 
on the major problems of planning and the marketplace, centralization and 
decentralization of authority, administrative and economic measures, and 

so on, It will give a summary review and will probe the direction of 

the reform, 


The Historical Evolution of Shanghai's Planning System 


The period of the "First 5-Year Plan" was the formative phase of the 
planning system, 


In this period, diverse economic forms existed simultaneously and the 
proportion of the private sector of the economy was large. Of the gross 
industrial output value throughout the municipality in 1952, the state 
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sector of the economy accounted for only 27.5 percent, while the 
private sector of the economy accounted for 66.7 percent. Of the total 
value of retail sales of commodities, the state sector accounted for 
only 11.4 percent, while the private sector accounted for 82 percent. 
Proceeding from this actual situation, the following practices were 
adopted for the planning system: 


One, under the prerequisite of establishing the state sector of the 
economy as the leading factor, direct planning, indirect planning, and 
unrestricted production (circulation) were linked together in the 
forms of planned management, and the relationships between the "main 
body" and the "supplement" and "planning" and the "marketplace" were 
handled rather well, 


Un the one hand, unceasingly improving the status of the state sector 
of the economy in the national economy was timely for the soctalist 
transformation of agriculture, the handicraft industry, and capitalist 
industry and commerce. In the process of transforming the private 
sector, the state sector of the economy not only controlled the major 
industrial products, it also controlled the major industrial raw 
materials. Enlarging both the state's placing orders with private 
enterprises for processing materials or supplying manufactured goods 
and the exclusive right to buy and sell for private industry gradually 
brought the economic activities of private enterprise into the orbit 
of state planning. 


On the other hand, there were flexible, diverse planning forms that took 
planned management as the main body and unrestricted production (circulation) 
as the supplement. In the area of production direct planning (command 
plans) was implemented for locally administered state enterprises and the 
old joint state-private enterprises. Indirect planning (estimate style 
planning) was implemented for private enterprises and the new joint 
state-private enterprises. By means of placing orders with private 
enterprises and having the exclusive right to buy and sell, the state 
applied economic leverage and put economic contracts to use in directing 
them to conduct production activities in accordance with the requirements 
of state planning. Indirect planning and unrestricted production were 
adopted for the various assortment of small commodities and their enter- 
prises. While formulating specific plans, state owned enterprises were 
separated into three categories: A, B, and C, based on the scale of 

the enterprise, the importance of the products, and the level of the 
planning work, and plans were then worked out to meet the different 
requirements. For category A enterprises, whose scales were rather large 
and whose conditions were relatively good, and production, labor, material, 
cost, financing, and other items were complete, direct plans were worked 
out. Simple plans were formulated for the category B enterprises for 

Which it was difficult to work out plans and whose scales were rather 
small, Small enterprises that lacked conditions for working out plans 

were placed in category C, and the departments at higher levels responsible 
for the work drew up estimate style plans and estimated the two targets 

of total output value and principal product yield. 
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In the area of circulation, state run businesses basically had the 
exclusive right to buy and sell manufactured goods for daily use, but 
planned distribution was combined with free selection based on their 
importance in the national economy and the people's livelihood. Planned 
distribution was implemented for the first and second category commodities, 
and open transactions for the third category commodities were arranged by 
means of supply meetings. Also implemented was the contract-agreement 
system of distribution by the higher levels of planned commodities and 
selection by the lower levels of nonplanned commodities and assorted 
products. Two modes of distribution, two types of supply channels, and 
two pricing systems were implemented for the means of production, namely, 
that direct planning was implemented for the state run and old joint 
state-private enterprises where, based on its subordinate relationship, 
the enterprise applied for materials and a non-stop supply of goods, and 
enjoyed the state's transfer prices. The privately run and new joint 
state-private enterprises and the handicraft cooperatives, as well as 
their sporadic needs, were classified as requiring indirect planning. 
After the state run commercial departments estimated what materials would 
be required, these materials were gathered and supplied based on the 
business set prices. 


Two, in the methods of planned management matters werehandled according 
to economic laws under the prerequisite of strengthening the leading 
role of planning. Economic leverage was brought into play, and the 
relationship between administrative and economic measures was handled 
rather well. 


At that time, what confronted the large propostion of the private sector 
of industry and commerce was that it had to be brought into the orbit of 
state planning and also had to maintain its adaptability to the diversity 
and flexibility of the market. This was a difficult problem to be 
confronted with at that time, but it was rather satisfactorily resolved 

by bringing into play pricing, tax revenue, credit, and other economic 
levers, while at the same time strengthening administration and super- 
vision by the masses. On the one hand, the role of administrative 
measures was played rather well, Industrial and commercial administration 
departments were rather forceful in managing enterprises, registering 

the openings and closings of businesses, placing orders with private 
enterprises, handling illegal activities, and other areas. Trade unions 
from private enterprises mobilized supervision by labor. The leadership 
and supervisory effects of the tax, banking, and other economic organi- 
zations were also rather strong. In regard to the planned equilibrium 

of private industry and commerce, the committee to place orders with 
private enterprises that was joined by the departments concerned of the 
industrial and commercial bureaus and organizations decided on preferential 
treatment and urged development based on market demand, but development 
was still limited, so much so that businesses were suspended and closed 
down. On the other hand, attention was paid to bringing economic leverage 
into play. In accordance with the principles of utilization, restriction 
and transformation, the banks dealt with the different trades on their 


44 





own merits. In the area of loans, privately owned industry was given 
preference over privately owned business. Advanced forms of state 
capitalist enterprises were given preference over private enterprises. 
Enterprises that received state orders were given preference over self 
producing and self marketing enterprises. In the area of interest rates, 
those of privately owned industries were lower than those of privately 
owned businesses, and those of the joint state-private industries were 
lower than those of privately owned industries. In the area of tax 
revenue, appropriate categories of taxes were established, Production 
was regulated by a mechandise tax, circulation was regulated by a 
turnover tax, and income was regulated by an income tax in order to 
accelerate the coordination of supply and demand, a stable market, and 
rational income. Different tax rates were set for different products and 
trades. The policy of “treating each case on its own merits and 
differentiating between the complex and the simple" was adopted for 
differently owned enterprises in order to consolidate the socialist 
economy. Utilization, restriction and transformation of the capitalist 
economy impelled individual economies to take the road of organizing 
cooperatives. In the area of pricing, major product prices were 
centrally set by the state. The prices of the small commodities of 

the privately owned retail commodities businesses could be floated in 
accordance with state set prices, and the prices of the small quantity 
of special local products would be correlated with those of the market. 
In the area of wages and bonuses, enterprises themselves could arrange 
for the promotions of some of the workers, and, where conditions permitted, 
implement the piece rate wages and award systems within the limits of the 
wage fund set up by the state. 


Three, in the relationship between the central authorities and localities, 
the localities had appropriate decision making powers prior to the basic 
completion of the socialist transformation of the private sector in 1956. 
At that time, the output value of the locally managed industries accounted 
for over 70 percent of the gross industrial output value throughout the 
municipality, and the products of the state's balanced management were 
few. Equilibrium among the required raw and processed materials, product 
selling and marketing, and production organizations of Shanghai's local 
industrial production was mainly obtained by means of quarterly supply, 
production and marketing meetings, Although there was unified control 
over income and expenditures in financing, nevertheless, as a result 

of the small scale local construction at the start of 1954, there were 
public utilities, industrial and commercial tax and agricultural tax 
supplements to the local extra budgetary revenue, plus other self 
provided funds, that could be controlled, so the contradiction between 
the centralization and decentralization of authority was small. 


Although planned management was lacking in experience during this period, 
nevertheless, attention was paid to proceeding from actual conditions, 

and the relationships between planning and the marketplace, administrative 
and economic measures, and centralization and decentralization of 
authority were handled rather well. Thus, the result was that the tasks 
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Stipulated by the plans were completed in advance, and the economy 
developed rather rapidly. The average annual growth of the gross output 
value of the national economy was 11.3 percent, the average annual growth 
of industry's all-persc:unel labor productivity was 6.4 percent, the average 
growth in the national income was 14.4 percent, and the average growth 

of the industrial enterprise profit tax was 24.2 percent. There was a 
huge improvement in the lives of the people. Since this type of system 
was suited to the economic structure and level of economic development 

at that time, it basically suited the needs of the development of the 
productive forces. It not only ensured that diverse economic forms would 
carry out activities in accordance with state planning, it also enabled 
the plans to be a rather accurate reflection of market demand. However, 
along with the basic completion of the socialist transformation, there 
gradually formed throughout the nation a planned management system that 
was run chiefly by departmental management. In 1956, the output value 

of the industrial enterprises directly under control of the central 
authorities in Shanghai rose to around 50 percent. There was stifling, 
excessive management in each area, which dampened the enthusiams of the 
localities and the enterprises, 





For a long time after the "First 5-Year Plan," excluding the readjustment 
’ 


period of the 60's, there were many faults and lessons in the changes of 
the planning system. The period of the "Great Leap Forward" was the 
stage of major changes in the planning system. In 1958, the Central 
Committee implemented the double track planning system that linked 
special sectors and districts with the overall balance of the region 

4s the foundation under centralized leadership. This was aimed at the 
drawback of too much centralization in the planning system and was based 
on the principle of “unified planning and separate management at various 
levels.” Under the conditions of completing the tasks of state planning, 
localities were permitted to readjust and plan the economic targets of 
this region, and they could keep a second account. A large number of 
enterprises directly under the control of each department of the Central 
Committee were transferred to local control. The porportion of their 
output value in the gross industrial output value throughout the 
municipality dropped from 50 percent to 2.3 percent. The materials 
uniformly distributed by the state also decreased from 532 to 132 
varieties, and the localities could adjust the utilization of materials 
in their districts. Manufactured goods for daily use were placed under 
the jurisdiction of sector control in accordance with separate manage- 
ment of various levels of the first, second and third category commodities, 
A level one station was transferred over and was run mainly by local 
leadership, and on one occasion a station and a company were merged. In 
accordance with the principle of the "municipality managing the whole- 
sale and the district managing the reta/l,” Shanghai turned over retail 
businesses to district control. In financing, the methods of enterprise 
retained profit contract system and loans from the total circulation 
funds were tried out. 











These reforms at Shanghai, based on the principle of coordination amon; 
.pecialized departments, reorganized industry and brought about the 
conditions for the accelerated development of local enterprises. However, 
"leftisc” errors in the guiding ideology, pursuing the policy of "taking 
steel as the key link," and keeping "two accounts” in production brought 
about the break in planned targets at all levels and the disruption of the 
overall balance. The rejection of the market mechanism, the abolishment 
of the selection methods and system of the “upper levels making the 
igreement, the lower levels signing the contract" that were used in the 
forms of industrial and commercial buying and selling, and the attitude 

of “whatever produced was whatever was bought, how much was produced 

was how much that was bought™ all brought about production being out of 
line with demand and a huge fluctuation in production. This intensified 
the disproportion in the national economy. 


In order to restore the balance in the national economy and to put an 

end to the disorder in the economic livelihood, the principle of "read- 
justment, consolidation, filling out the raising standards” was 
implemented beginning in 1961. In the planning system renewed emphasis 
was placed on centralized management, and the Central Committee put 

forth the policy of “uniting central and local authorities, with the 
central authorities as the dominant factor.” Authority was gradually 
restored to the localities, The output value of the industrial enter- 
prises under the control of the central authorities in Shanghai rose to 
20 percent in the proportion of the gross industrial output value through- 
out the municipality. In obtaining the balance among each key link of 
production, supply and marketing, the central authorities were the 
dominant factor. At the same time, regulation through the market was 
implemented for part of the small commodities and agricultural and 
sideline products, multichannelled circulation was implemented for 
commodities, and supply and marketing cooperatives and trading warehouses 
were restored. Small commodities wholesale markets were established, 
urban and rural fair trades were open to the public, and restrictions 
were relaxed on individuals engaged in business. These measures played 
an important role in accelerating the rapid improvement in the national 
economy, and there is much that is of value to the present reform of the 
system. Its drawback was that its summary of historical experience 

was insufficient. There were some methods of centralization that adopted 
the practice of simply restoring the past. Thus, after the economic 
situation improved the corrupt practice of excessive centralization was 
again exposed, 


The planning system was severely damaged during the 10 years of upheaval. 
Put forth in this period was the planned management system that was 

based on the “centralized leadership under the central committee, uniting 
the leadership and rank and file from the bottom up, and uniting the 
central and local authorities with the local authorities as the dominant 
factor." In 1976, the proportion of local industry in Shanghai reached 
96.7 percent, and the "five smali industrial enterprises” were completely 
turned over to the localities for allocation. At the same time, juris- 
diction of the localities was enlarged in the areas of investment for 
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for capital construction, materials, and revenue and expenditures. As a 
result of the damage done by Lin Biao and the Jiang Qing counterrevolutionary 
clique, many proposals for reform were not pursued, and even some rational 
systems in the original system of organization were abolished. The 
planned economy and overall balance were severely disrupted, the effect 

of the law of value was negated, urban and rural fair trades were 

abo) 'shed, non-commercial departments that were engaged in business were 
banned, and the national economy suffered severe losses, 


Looking back at this stage of history, the reform of the planning system 
has gone through a winding process, yet what was most prominent was the 
shift in the relationship between the central and local authorities. 

The period of bringing order out of chaos was the phase in which 
preliminary reform and exploration of the planning system was carried 

Out on a new foundation. Since the Third Plenary Session of the llth 
Party Central Committee, reform of the planning system has been carried 
out by taking as the breach the enlargement of the decision making powers 
of enterprises, and remarkable success has been achieved. Under the 
prerequisite of adhering to the principle of a planned economy as the 
dominant factor, the scope of command plans has been reduced, and emphasis 
has been placed on bringing into play the auxiliary role of regulation 
through the market. Of the gross industrial output value throughout 

the municipality, the propostion of the industrial bureaus, companies 

and enterprises that made their own plans was approximately over 30 
percent, As commodities the means of production had already entered 

the market, and over 80 country fair trades and small commodities markets 
had already been established or restored. There was new expansion in the 
self marketing industries, factories linked with shops, associations of 
industry and commerce that sell on commission, and other forms of 
management. The realm of circulation expanded from simply a stage 
monoply for purchasing and marketing and planned distribution into a 
diverse, flexible form of buying and selling. There was improvement in 
the situations of allocation and transfer at all levels and the numerous 
key links of commodities circulation. Stationery and other stations 

have conducted at test points the “integration of wholesale stations, 
precise division among specialties, ensuring allocation and transfer, 

and sharing the profit." Thus, the market was brisk, economic prosperity 
was brought about, and beneficial results were improved. 


In the past few years the planned management jurisdiction of localities 
and enterprises has been enlarged, and various economic job responsibility 
systems have been established. The jurisdiction of localities has been 
somewhat expanded in foreign and domestic trade, importing technology, 
utilizing foreign capital, production management, financing, technological 
transformation, and other areas, There have been major changes in the 
enterprises’ financing system, and within the municipality limits all 
trades are practicing retaining all of the profit. Forty two state run 
plants and factories are trying out the "payment of tax in place of 
handing over profits,” and it has been extended to 50 small scale state 


run industrial and commercial enterprises who are at present starting 
its overall practice. More than four-fifths of the state run industrial 





enterprises throughout the municipality have set up various economi¢ 

'b responsibility systems, and their output values and profits account 

i" approximately over 90 percent of those of industry throughout the 
municipality. The production teams in the suburban rural areas account 
for over 9O percent of the total number of production teams, and major 
contract quota and linking renumeration to sales production responsi- 
bility systems have been established. The preliminary combining of 
responsibility, authority and profit has been accomplished, and the 
enthusiasm of each area has been aroused. This will accelerate the 
expansion of production and the improvement in the lives of workers 
and commune members In accordance with the principles of a rational 
economy and coordination among specialized departments, various forms 
of economic associations have been developed. In production and 
circulation economic leverage has begun to play its regulatory role. 


In evaluation an economic system a basic indicator includes the effects 
of the reforms of the planning system, to see whether they have accelerated 
the development of the social forces of production, whether they are 
beneficial to establishing a socialist economy that has Chinese 
characteristics, and whether they are beneficial to the growth of the 
state and the prosperity and well being of the people. So, the 
successes of the “First 5-Year Plan" have been rather huge, and the 
experience it has afforded us is rather abundant. The phase after the 
Ihird Plenary Session of the llth Party Central Committee was the new 
foundation on which much useful exploration had been carried out. 

Below, we will proceed from historical experience and present conditions 
and probe into some of the major issues in the reform of the planning 
system. 


The Direction of the Reform of the Planned Management System 


This is a major subject. This article cannot touch upon one topic 
after another, but mainly will discuss some views of the problems in 
the relationships between planning and the marketplace, centralization 
and decentralization of authority, and administrative and economic 
measures, 


Une, in the forms of planned managenent take command plans and guiding 
D as the main body and the market's regulatory role as the 
vent, and handle well the relationship between general planning 
specific free market. 


in 1956, comrade Chen Yun [7115 0061], while summarizing the experience 
of the “First 5-Year Plan" proposed the "three main bodies” and "three 
supplements” that were directed at the new situation that had emerged 
after the basic completion of the socialist transformation of our nation. 
He pointed out that in the area of industrial and commercial management 
"state and collective management are the main bodies of industry and 
commerce,” while "individual management is the supplement to state and 
collective management." In the area of production and planning "planned 
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production is the main body of industrial and agricultural production, 
while unrestricted production that changes with the market and is within 
the permissible limits of state planning is the supplement to planned 
production.” In socialism's unified market, the state market is the 
"main body,” while a free market "acts as a supplement to the state 
market." In the period of the “First 5-Year Plan," 
were handled rather well, and the valuable experience that was obtained 
is well worth drawing on for the present reform. At that time, different 
situations were distinguished according to the conditions of diverse 
economic forms existing simultaneously, a large proportion in the private 
sector of the economy, and a low level of productive forces. Diverse 

and flexible planned management forms were adopted, and rather good 
results were achieved, However, in later stages undue emphasis was 
placed on general planning to the neglect of a particular free market, 
which negated the market's regulatory role. The result was that the 
economy was "managed to death," production was out of line with demand, 
and there was an imbalance between supply and demand, Practice has 
informed us that how well we handle the relationship between general 
planning and a particular free market is a key problem in reforming the 
planning system, and it is also the principal material for the building 
of socialism that has Chinese characteristics. We must adhere to the 
principle of taking a planned economy as the dominant factor and must 
icknowledge the role of the law of value. While implementing command 
plans we must pay attention to the market mechanism in order to guard 
against the planning becoming rigid and production becoming out of 

line with demand. While applying regulation through the market we 

must pay attention to the roles of planning and guidance in order to 
guard against the economy deviating from the path of socialism, Adhering 
to the principle of taking a planned economy as the dominant factor and 
the market's regulatory role as the supplement is not something that 
people determined at will, but was determined by our nation's multi- 
layered level of productive forces and the diverse economic forms that 
were guided by the state sector of the economy. It reflected the 
objective requirements of socialisms economic laws, and it is the 
correct principle that is repeatedly born out through practice. 


the 2 relationships 


In order to implement the policy that stresses a planned economy as 
the dominant factor and is supplemented by the market's regulatory 
role, we must correctly define the respective scopes and Limits of 
command plans, guiding plans and the market's regulatory role. How 
big should the respective scopes be? What are the limits? The 
division of the three forms of management in the period of the "First 
5-Year Plan" objectively reflected the reality of the quality of 
productive forces and the diverse economic forms at that time. This 
will be the starting point for our divisions, If we are unrealistic 
about our nation's level of productive forces and diverse economic 
forms, we will lose our way, which will ultimately result in the reform 
being unable to achieve the fundamental goal of accelerating the 
development of the forces of production, Today, our nation's level 
of productive forces is still low, and production has yet to achieve 








a high degree of socialization. The diverse economic forms will exist 
for a long time. This, then, determines that within the corresponding 
length of time the three forms of management, and their principal- 
subordinate relationships, will exist as well. While making specific 
divisions, we must take into consideration the different characteristics 
and specific situations of each region and all trades and professions. 
We must take into consideration the standings and roles in the national 
economy of the enterprises, products, principal factors, and economic 
activities, and we must take into consideration the provisional or special 
needs and the changes in supply and demand. According to the 12th Party 
Congress Report, indicators for these divisions can on the whole be 
determined from the three areas of the quality of ownership, scale of 
the enterprise, and importance of the product. Stop over points can 

be included in the products in order to have a unified indicator and 

to facilitate management. 


Command plans are the principal form of planned management. They are the 
major embodiment of our nation's socialist ownership by the whole people 
in production, administrative organizations and management, and thus are 
of a compelling nature. Whatever the significance of each task, major 
construction project or major technological transformation in the overall] 
Situation of the national economy; the significance of the major products 
in the national economy and the people's livelihood, particularly the 
production, purchasing, distribution, and allocation and transfer of 

some important raw and processed materials; the significance of the 
munitions industry and products exported for foreign aid, as well as 

thc major targets of large scale mainstay enterprises; whatever the 
significance, all must be brought into line with command plans. The 
state unifies its plans and assigns command plan targets for accumulation, 
consumption, and other major proportional relationships, the total fixed 
assets for investment, the prices of the major products, the wage bills 
and total number of workers of units owned by the whole people, and so 
on, The planning implementation units must resolutely complete their 
tasks. Attention must be paid to improving the command plan system, 

and the law of value must be consciously applied. Whether it be fixing 
the variety and quantity of products or setting their prices, the 
situation of the market supply and demand must be earnestly studied and 
the value of the product must be taken into consideration. The production, 
supply and marketing of products must be linked together, and the 
relevant targets must form a complete set. It must be ensured that the 
required conditions will be provided, particularly for industrial 
production, and there should be no gap between the major raw and 

proce sed materials and energy resources centrally distributed by the 
state. Whomever assigns the tasks should ensure that they can provide 
the essential conditions. The sense of responsibility to the command 
plans’ legal system must also be strengthened in order to maintain the 
seriousness of the plans. 


Guiding plans play a leading role in thedevelopment of machoeconomics 
in regard to microeconomics, They are the principal foundation on which 
the planning implementation units formulate the plans for the units, 








and they possess a certain flexibility. Whatever the major task in the 
development of the economy or society, the state issues the guiding plans. 
The varieties of, and specifications for these kinds of products are 
Mumerous, and the changes in market supply and demand are complex, so 
arrangements must be made for the enterprises to combine market demand 
wit. their own capabilities. The state leads mainly by means of economic 
policies, economic leverage and economic forecasts, but it is essential 
that it occasionally increase its administrative intervention so that 

the requirements of state planning are met. However, attention must 

be paid to the primacy of planning and guidance, and proper arrangements 
must be made for supplying market channels and important raw and processed 
materials. A fixed floating range should be permitted for the majority 
of product prices, 


The products that are regulated through the market are mainly small 
commodities. Their value is low, there is a various assortment, they 
are subject to changes in supply and demand, and their production is 
scattered. The state guides mainly by means of economic policies, 
economic leverage, and industrial and commercial administration. The 
required raw and processed materials are generally purchased on the 
market, but the state must have materials to put into the market, and 
it should assist in supplying some of the raw and processed materials. 
These products can be sold by the enterprises themselves, or the 
materials can be consigned and the commercial departments will sell 
on commission, the prices of which would basically be correlated with 
those of the market. 


Concerning the scopes and quantitative limits of the three firms of 
management, by adhering to the principles of taking planning as the 
dominant factor and the market as the supplement, the state's having 
sufficient strength to stabilize economic development, possessing the 
ability to handle unforeseen mishaps, and ensuring the manpower, 

material and financial resources for major construction, the "First 
5-Year Plan" proceeded from the actual conditions of the pattern of 
ownership at that time, and Shanghai's market and proportion of planning 
on the whole formed a 70/30 ratio, namely, that in the industrial 

output value the regulation through the market sector accounted for 
roughly 30 percent, and the regulation through planning sector accounted 
for roughly 70 percent. Now, after having experienced five 5-year plans, 
there are major changes in the economy and the pattern of ownership. 
Applying mechanically the quantitative limits of that period is of 
course inappropriate, but the principles are still applicable. Speaking 
of the value of products, the command plan sector should ensure that it 
maintains an appropriate propostion of planning, such as about 50 percent. 
The market sector that is spontaneously regulated by the law of value 

is at present estimated to be around 5 percent, but in view of the gradually 
unfolding situations of the development of collective and individual 
economies and the pricing of small commodities, this sector's proportion 
Should gradually be enlarged. The guiding plans should also maintain 

an appropriate proportion of planning. Speaking of the quantity of 





products, the guiding plan sector should ensure that these products 


constitute the majority The scopes and limits can also keep pace wit! 
the readjustment and changing economic conditions, but within «a certain 
period of time relative stability should be maintained as much as 


possible. 


In addition, in the forms of planned management long-, mid- and short- 
range planning must be united, with mid-range planning as the core. 
Unite economical social, and scientific and technological planning, with 
scientific and technological planning as the guide. Combine overall 
planning with special planning, and take special planning as the 
supplement. 


Two, in the system of plannea management implement "unified planning 

and separate management at various levels," and handle well the relation- 
ships b-tween the central and local authorities and centralization and 
decentralization of authority. 


Once the planned management forms have been determined, the planned 
management system must be improved. In 1956, Premier Zhou Enlai put 
forth the policy of "unified leadership and separate management at 
various levels, and suiting measures to local conditions and affairs," 
which was aimed at the problem of excessive centralization of authority 
at that time. This is the policy we will adhere to as we handle the 
relationship between the central and local authorities. In our system 
at present are the situations of excessive centralization, where what 
should be transferred to a lower level is not being transferred, and too 
much decentralization, where what should be managed is not being managed 
firmly. However, viewed overall the excessive centralization of authority 
in departments under the Central Committee is still the principal aspect 
of the contradiction. There are some phenomena of decentralization, but 
the fault still lies in the excessive centralization of authority. 
Multilevelled planned management systems must be established for the 
central authorities, departments, local authorities and enterprises. 


One solution is to strengthen the central authorities’ unified leader- 
ship of the economic work, persist in firmly managing the overall 
Situation, and keep the macroeconomic activities well under control. 

To implement a planned economy it is necessary to have unified planning 
and the required centralization throughout the nation. Historical 
experience has already proven that the significance of strategy in 
developing the economy, the major proportional relationships, the major 
economic policies, the scale of fixed assets for investment, the outlay 

of productive forces, and so on, must be controlled by the central 
authorities, Large scale mainstay enterprises and transregional railways, 
post and telecommunications, civil aviation, etc., must also be controlled 
by departments under the central authorities. What should be centralized 
must be centralized; moreover, it must be managed firmly and managed 

well. For example, there are many disadvantages in the distribution at 
each level of capital construction investments on the basis of departments 








and districts. On the foundation of expanding trade programs, it should 
be evenly balanced by the planning department and proper distribution 
Snould be ensured. The funds and goods controlled by the state should 
not be distributed through numerous channels, but must be centrally 
transferred after a comprehensive, overall balance has been achieved 

For the major construction projects initiated by the state, 156 projects 
similar to those of the "First 5-Year Plan" must be worked out, and 
efforts should be concentrated on completing the construction, but they 
should not be scattered among the departments and localities. Consumpti 
funds must also be kept well under control. The growth of the wage bill 
cannot exceed the growth rate of the national income, and the growth in 
the total wages and bonuses of enterprise workers cannot exceed the growth 
rate of the all-personnel labor productivity. Particular attention must 
be paid to improving the correctness of the macroeconomic policy decisions 
and the effectiveness of management. Only when the macroeconomic policy 
decisions are correct can the greatest economic results be achieved. 
Moreover, only firm, good management of the overall situation can be 
advantageous to giving a free hand to the particular situation. 


n 


ed 


A second solution is to distinguish different situations and enlarge the 
planned management jurisdiction of localities and enterprises. This is 
because our nation's level of productive forces is still low, the 
development of each region is uneven, and the various economic forms 

have different standings and roles in the national economy. Social needs 
are also manifold. A huge population and everabundant work force requires 
that various job opportunities be provided. These factors have determined 
that we must implement unified plans and separate management at various 
levels, and this cannot be undertaken by the state without the essential 
unity. Not every kind of management will suffice. At present, the 
relationship between the central and local authorities is actually one 
that emphasizes the central authorities. Production, materials, invest- 
ment, etc., are basically concentrated in distribution by each sector. 

In this highly centralized planned management system, it is very difficult 
for the localities to obtain overall balance and to coordinate the 
development of the economy and society In light of the practical experi- 
ence of history and the past few years, we must proceed from the reality 
of each region and expand the planned management jurisdiction of the 
respective localities under the principle of “taking the whole country 
into account" and consolidating and strengthening the united leadership 

of the central authorities. The state must strengthen its comprehensive 
management departments. Specialized management departments must stress 
the management of trade programs, economic and technological policies, 
economic forecasting and the work in coordination, leadership, services 
and supervision. Excluding the aforementioned large scale mainstay 
enterprises, enterprises should in general not be directly managed. 

The direction in reforming the relationship between the central and 

local authorities, as leading comrades of the Central Committee have 
already made clear, is to give free reign to key cities, establish 
economic zones of all sizes, form economic networks, organize and manage 
economic activities, and coordinate the relationship between the central 
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and local authorities. Shanghai is one of our nation’s major economic 
centers, and it occupies an important position in the national economy. 
Bringing fully into play the superiority of Shanghai possesses major 
significance for spurring on the development of Shanghai's economic zone 
and promoting throughout the nation and cause of modernization. Thus, 
under the guidance of state planning, it is essential that Shanghai be 
entrusted with major authority in planned management. The state council 
has already approved the enlargement of Shanghai's decision making powers 
in regard to foreign economic trade, which will play an even more impor- 
int role in giving free reign to the superiority of this port city of 
snanghal. 


ArT 


The planning jurisdiction of grass roots enterprises must be enlarged, 
and they must engage in microeconomic activities. In addition to the 
command plan targets, the vast amount of targets should be estimated by 
the grass roots enterprises based on last year's figures and the separate 
annual figures of the state's 5-year plans, and they should set their own 
production management plans in advance. Vitalizing enterprises should 
encompass internal impetus and external pressure, and diverse modes of 
management and diverse forms of production management responsibility 
systems must continue to be implemented. Within the scope of the state's 
olanning, policies and decrees, allow enterprises, particularily mid and 
small sized enterprises, to have a free hand in developing the economy. 
Responsibility, authority and profit must be united, and the growth of 
profits should be built on the foundation of improving administration 

and management, expanding production, and improving beneficial results. 


Three, bring the role of economic leverage into full play in the measures 
of planned management, and handle well the relationship between adminis- 
trative and economic measures. 

In the period of the "First 5-Year Plan," a good job was done with the 
economic management work. A major factor in the rather smooth development 
of the national economy was that while administrative measures were 

being strengthened, attention was paid to bringing into play pricing, tax 
revenue, banking, and other economic leverage. Conversely, the economy 
did suffer severe losses, For a long time we placed particular emphasis 
m administrative measures to the neglect of economic measures. Along 
with the reform of the planning system, these two types of measures must 
be combined. In the past few years, attention has been paid to this 
problem, but only little advancement has been made. At present, there is 
much irrationality in the pricing, tax revenue, credit, award, and other 
systems, which cannot be a true reflection of either the conditions of 

the enterprises’ management and administration or the size of their 
contributions to the state. It also cannot very well bring into play 

the roleof economic leverage in regulating production management. Thus, 
readjustment must be carried out. The 12th Party Congress Report points 
out that whether it be command plans or guiding plans, the law of value 
should be consciously applied. Consciously applying the law of value 

will bring economic leverage into play, which is quite important for 
formulating and implementing command plans. It is even more important 

for bringing about guiding plans and guiding the regulation through the 
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market sector so that they wil! accord with the requirements of state 
planning. In the future, state planning, beside including the tasks of 
economic and social development, must set appropriate stipulations for 
the application of the various economic leverage. Referring to the 
experience of the "First 5-Year Plan," in the area of tax revenue 
numerous tax Systems must be set up, new categories of taxes must be 
added, and differential tax rates must be put into effect so that the 
different regulatory roles can be brought into play. In the area of 
credit, its scope must be expanded, and in accordance with the require- 
ments of planning each case should be dealt with on its own merits in 
the areas of approval or rejection of loans, the amount loaned, the loan 
period, the height of the interest rates, and so on, in order to 
accelerate the coordination and development of the national economy. 

In the area of pricing, we must gradually change the situation where 
prices have seriously deviated from value in order to arouse the 
enthusiasm of enterprises so they will develop new products, new tech- 
nology, and improve the quality of products. This will accelerate the 
development of the economy and the circulation of commodities, and it 
will meet the needs of the masses, Appropriate reform of the wage, 
reward, financial subsidy, and other systems should also be carried 
out. In this readjustment attention must be paid to linking together 
each item of economic leverage and coordinating their use. 


At the same time, we must understand clearly that the law of value is 

not the only regulator of production management. Under no circumstances 
can we think that the effects of the law of value will bring about the 
development of the national economy according to plan, or that benefits 
for all of society will be obtained by means of enterprises obtaining 
their own benefits. What still plays a leading role is the law of 
proportional development according to plan. Thus, while attaching great 
importance to the effects of economic leverage, we must pay close attention 
to the leading role of planning and pay close attention to correctly 
resorting to administrative measures. Occasionally, government at all 
levels must intervene by means of various administrative decrees and 

other administrative measures. The statistics, auditing, financial, 
taxation, commodity pricing, and ‘ndustrial and commercial administrative 
departments must play their role in supervising the economy. The tech- 
nology management department must supervise technology and the legislative 
and judicial departments must supervise the statues in order to ensure 

the smooth implementation of the plans for the national economy. 


In the measures of planned management, a comprehensive system of planned 
targets must be established and perfected. The "gross output value of 
industry and agriculture” has been the key target that our nation has 
continuously utilized for a long time. There is already basic unity 

in the understanding of its corrupt practice, and we have seen that reform 
is already being promptly carried out, It is also necessary to use 

this target as a statistic, but in using it as an evaluation norm it should 
change from this quantitative type to a benefit or efficiency type norm. 
Begin to use the target of total quantity of social products and national 
income, and unceasingly perfect it while trying it out. This will 
accelerate each economic activity in abiding by the requirements of 

state planning, and will earnestly shift the planning work into the 

orbit that has at its core the improvement of economic results. 
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LCONOMIC MANAGEMENT 


MANAGERIAL FUNCTIONS OF ACCOUNTING EXAMINED 


Beijing KUAIJI YANJIU [ACOCOUNTIN, RESEARCH] in Chinese No 3, 30 Jun 83 
pp 16-19 


[Article by Zhu Minggao [2612 7686 2640] of the Tibet National Academy: “Bric! 
Discussion of the Managerial Functions of Accounting" ] 


'Text] Academic circles have various views toward the question of the basic 
functions of accounting. These can be summed up as two different viewpoints. 
One viewpoint holds that accounting is a system of communication and a means 
of providing information. Another viewpoint deems that accounting not only has 
the function of providing information, but also has the important function 
economic management. Although the accountants and leading cadres have not 
formed a systematic and clear-cut view, there are in fact two kinds of 
understanding. For example, the leading cadres of some units have attached 
tremendous importance to accounting work and the department of finance and 

i countinghas played a greater role in financial management, and better 
economic results have been attained. However, the leading cadres of other 
units feel thataccounting 18 only a simple task of recording and balancing 
accounts, and giving out wages. They do not attach importance to the 
minagerial functions of accounting, thus the work of financial management is 
confused and the economic results are poor. The two different kinds of 
understanding lead to two different kinds of results. Thus, the 
clarification of the basic functions of accounting is not only related to the 
development of the study of accounting, but also plays an important guiding 
role in actual work and in accomplishing the task of construction with a 
focus on economic results in the new period. 


| feel that there are two basic reasons for recognizing the managerial functions 
of accounting: 1) views of who thoroughly understand the revolutions, 
2) it is necessary to attach importance to the practice of accounting work 

in our country. 


i. Marx's Views on the Managerial Functions of Accounting 


Marx had clearly pointed out the functions of accounting. The more the 
production “process is carried out according to social conventions, the mor 
it loses its personal nature, and bookkeeping which controls the process and 
sums up the concepts, becomes all the more necessary.” ("Capital,” Vol 2, 

p 151, People's Press) 








The bookkeeping which Marx talked about is the accounting developed today. 
"Controls the process and sums up the concepts" is a superb summary of the 
functions of accounting. Here, we must first clarify the meaning of control. 
So-called control means that we make use of accounting and auditing to grasp 
the process of value movement according to the wishes of the producers of 
commodities and policies, regulations, goals and criteria, so that we neither 
deviate from the criteria nor go beyond their scope to attain the predicted 
economic results. Western scholars feel that control is one of the basic 
elements of management science. This is also generally recognized in this 
country. Since accounting has a control function, it also has a managerial 
function. 


In the framework of time, the control function of accounting can be classified 
as control before, during and after the process. Control before the process 
means that we ascertain the goal (such as the financial budget, estimation of 
production costs, etc.) in accordance with the economic goal set up and 
ascertain the procedure for attaining the goal. In order to attain the 
predicted economic goals and criteria, it is necessary to strengthen control 
in the middle of the process, Accounting activities must, in accordance with 
the various Systems and regulations, accurately carry out investigations, 

make calculations and record all economic undertakings. Through a series of 
accounting and auditing procedures such as invoicing, checking, posting 
accounts and reporting, accounting activities correctly process and disseminate 
economic information. Accounting activities also analyze and review such 
information opportunely, make readjustments and rectify any discrepancies. 

The characteristics of control after the process refer to the use of complete 
and systematic financial information to sum up work results, find out existing 
problems and the causes of the problems, and sum up lessons and experience as 
reference for rectifying new actions. 


In terms of content, the control functions of accounting include: 

1. Accounting organization work which cannot be separated from overall 
management work; clarification of financial responsibilities of the various 
departments and levels; the responsibilities, rights and interests of the 
various departments and levels, and supervision of the units and individuals 
in meeting the criteria set down for realizing the economic goal and targets. 
2. Economic activities should not deviate from policies, systems and the 
legal nature of the activities of control accounting. 3. The transmission 
process which control the economic information includes the record of labor 
hours, material consumption and costs, primary invoices for material purchase, 
receipt and storage of material resources in the supply department, sales 

and receipts of the sales department, andclarification of the authorization 
procedure and process of transmission of such information to the finance 
department. Through a series of accounting and auditing procedures and 
through processing, arrangement and analysis, accounting activities provide 
economic information and reflect economic results. 


Marx pointed out that the concept of value in the production process is 
ideologically reflected as a monetary form in the minds of producers of 
capitalist commodities. "This movement is ascertained and controlled by 
bookkeeping which includes the cost, calculated price (estimated price) of 








ommodities." (source same as cited previously, p 150) Marx has applied tw 
different concepts to different aspects of the same question. I think that 
“ascertain and control” and "control and summary of concepts” basically mean 


the same thing. As for the other functions of accounting, the “surmar. 
oncepts” is generally thought to be the "reflection" discussed in a 


ircles in our country. I think that the main spirit of “summary of concept 
liscussed by Marx can be understood as reflection, but the two cannot be 
entirely equated. Seen from the concept of “ascertaining” discussed by Marx, 
the “summary of concepts" has several meanings. First, accounting makes use of 
a unique method to systematically reflect information of the value movement 


on all sides. Second, accounting can carry out analysis, pass judgment, and even 


make decisions--these decisions are made through the highest management 
muthority--in accordance with the information in its grasp. Third, movement 
is carried out through management accounting activities in accordance with 
the wishes of managers. 


"The control of the process and summary of concepts" which Marx talked abiur 
are the two basic functions of control and management of accounting. These 
two basic functions make up an organic entity in the process. Information can 
only be correctly reflected through strict scientific management. We must have 
sclentific bookkeeping and calculation techniques before we can have 
effective management. Comrades who hold the viewpoint that accounting is an 
information system (see ACCOUNTING STUDIES, No 2, 1982, Zhu Yuanwu [428] 0337 
0582] “The Scientific Nature and Basic Functions of Accounting") have neglected 
the "control function of accounting. They have only emphasized the "summary 
of concepts." Moreover, they have only summed up the "summary of concepts” 

as an information system. This is only a partial understanding of Marx' 
theory and does not work in practice. Accounting tasks of a higher technical 
nature such as preparing reports cannot be separated from management. In the 
purchase of material, a complete procedure of calculation, receipt and storage 
is required. It is necessary to check the quantity in stock and control the 
various items of expenditure. Criteria are required even for the most simp! 
travel expenses. The accounts personnel can refuse reimbursement and payment 
for expenses incurred that do not conform to policies, systems and procedures. 
The refusal to reimburse is also a managerial function. There is the question 
of the method of management. Management embodies the meaning of the ruling 
class. For example, in accounting work at present, we exercise strict control 
over the purchasing power of the communities in society and refuse payment and 
reimbursement for expenses incurred without proper authorization. Naturally, 
management activities which embody the wishes of the ruling class must follow 
certain economic rules and conform to objective reality. Otherwise, they wil! 
be penalized and the economic information reflected is information which has 
been penalized. Management has a social nature. That means the method of 
accounting and auditing cannot but .be influenced by society. The method of 
posting credit and debit accounts which started in the sixties in our country 
was originally a reformative attempt for realizing democratic financial 
management, so that the leading cadres and masses of people could understand 
the financial conditions more easily. Thus, it can be seen that management 
has a class nature. Management permeates the whole value movement and the 
entire process of information production. However, the reporting of accounts 
does not portend the reflection of the end of the process. The daily and 
monthly accounts statements, balance sheets and auditing reports and the daily 
and weekly analyses are reflections of the ongoing process. 
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The development of scientific techniques is motivated by development in 
production and society. Under the influence of Leftist ideology, we only 
emphasized "political accounts" and neglected economic accounts. Under the 
management system of "eating from the big pot,” accounting work can be slipshod 
and is a subsidiary of politics. If accounting cannot bring into play its 
normal functions, accounting naturally cannot be developed or improved. In 
the new period of building the “four modernizations,” we put emphasis on the 
managerial function of accounting. This has no adverse effects on the 
development of this field, but on the contrary, has greatly enhanced the 
position of accounting in financial management and has given impetus to its 
development. 


Il. The Managerial Function of Accounting as Seen in Accounting Practice in 
Our Country 


In the early period of building our country, we learned our accounting from 
Russia. However, we have now had more than 30 years of practice and have 
gained invaluable experience. We have initially formed an accounting system 
and auditing procedure which conform to the conditions in our country. 
Although they are far from perfection and are still relatively backward in 
application, they are the result of the hard work of the entire force of 
theoretical and practical workers in accounting. In the new period of 
building the "four modernizations,” our task is to learn useful things from 
the foreign countries, and sum up and improve these lessons based on the 
practice in our country and gradually build up a new accounting system. 


The managerial function of accounting has already been recognized and 
ascertained in accounting practice in our country and is an important 
component in financial management. 


1. Implement the financial policy and accounting policy of the country. 
Accounting activities must follow scientific accounting procedures and methods 
in accordance with the financial policies, laws and system of our country. 

We must follow the "rules." If we do not follow the rules, we shall be 
settling false accounts. Such calculation is useless and harmful. A 
scientific method and attitude must be adopted in accounting. Otherwise, it 
will be a wrong calculation of true figures. Similarly, the calculation will 
be all mixed up, useless and harmful. In the course of implementing policies 
and setting up and improving systems and regulations, the basic tasks of 
accounting consist Of the procedures and methods of calculation in applied 
sciences. In the reorganization of enterprises, the work of financial 
accounting in some enterprises is very confused. This mainly means that 
management is confused. In order to change this situation, we request the 
accounting personnel not only to possess specialized accounting and auditing 
skills, but also a relatively high political level and knowledge of financial 
management. If they lack any of these, they cannot fulfill the task of 
rectifying the foundation of accounting. 


In the course of implementing policies and regulations and fulfilling national 
tasks, accounting naturally encounters obstacles from all sides. The process 
of resolving contradictions is also the process of realizing the management 
function of accounting. 
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2. Organize and guide financial! accounting in the units. Acc 
and developed for attaining results in economic activities. The goal of 
socialist production lies in meeting the people'’s daily increasing material 

ind cultural needs. Socialist accounts must closely examine the result 
nicroeconomics and obey the results of macroeconomics. It must pay attenti: 

to the reflection of value as well as attach importance to use value. The 

form of economic management which attains the optimum economic results is the 
economic responsibility system. This system requires accounting to broadly set 
up a strict economic responsibility system in every sector of the flow of 

funds, clearly specify the economic responsibility which the enterprise 
shoulders toward the state and the economic responsibility which the 

individual shoulders toward the enterprise, set up the general goal for 

conomic results and various economic and technical guidelines, horizontally 
implement this in the various departments, and vertically impiement this in the 
smallest units and for individuals, set up a system of economic responsibility 
with a clear-cut goal, clear-cut functions and responsibilities, which is 
integrated horizontally and vertically and set up a corresponding accounting and 
1uditing system. This new financial management system which integrates 
economic results, economic responsibility and the correct handling of the 
relations of the state, collective and individual will inevitably put forth 

the demand of reinforced management and precise calculation on accounting 
work. 


3}. Following the improvement of the standard of accounting staff, accounting 
will permeate the various aspects of economic activities, take part in 
production and decision-making and give impetus to reforms. In the enterprises, 
accounting sums up and examines how far the various functional departments 

have fulfilled the economic goals, expose contradictions, put forth 

suggestions and carry out supervision. Accounting work has also started to 
permeate production techniques. For example, the accounting department acts 

in close conjunction with the technological department and adopts methods such 
as value engineering and accounting analysis to carry out feasibility studies on 
the product structure, technological projects, use of f2cilities, formula for 
materials and design of new products, and draw up plans that are 

technologically advanced and can attain optimum economic results. Accounting 
plays the role of forecasting, controlling and decision-making. 


Forecast accounting puts together, distributes and makes use of the national 
budget. It comprehensively reflects and controls the financial results and 
involves the various links of production, distribution, circulation and 
consumption in the national economy. 


In management, there is accounting and in accounting there is management. 
The dual functions of management and reporting in accounting are corequisite: 
for one another. 


4, Reinforce accounting supervision. Accounting supervision means supervision 
of the units by the higher levels. One aspect refers to accounting supervision 
over the economic activities of the unit. Supervision is a management function. 
The socialist system of public ownership determines that the fundamental 
interests of the state, collective and individuals are the same. However, there 
are still contradictions between partial and overall interests, long- and short- 
term interests and the interests of one group of people and another. Although 
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lasses have been wiped out, there is still a protracted struggle between 
the two ideologies. Consequently, in the economic sphere, there is bound ¢t 
be a struggle between the two ideologies and two different attitudes toward 
questions of extravagance and thrift and of correctly handling the relationshir 
between the state, the collective and individuals and on implementing unified 
policy and system. Thus it is necessary to have strong and powerful] 
accounting supervision. The contents of accounting supervision involve curbing 
those actions which deviate from policies and regulations, those who go their 
individual ways, practice fraud, exaggerate production costs, retain profits, 
deceive the state, evade tax payment, slacken standards and indiscriminately 
give out awards and subsidies. Accounting work must seriously tighten 
procedures, block loopholes, and stop the various illegal actions of 
corruption, theft and speculation. 


Ei; - ° . 
A inane ada 


The yardstick of accounting is to defend national interests, implement 
policies and unify the system. An accounting worker is a member of the unit 
as well as the cadre of the state. He has to serve the enterprises as well as 
the country. He has to show concern for the livelihood of the staff as wel! 
as defend the interests of the state. In this aspect, accounting workers 
(including collective enterprises) are representatives for implementing the 
unified policies and systems of the country. Accounting personnel are vested 
with the power of supervision and supervision is inherent in accounting 
management. If accounting is devoid of its managerial function, accounting 
supervision is but an empty phrase. 


9. “Rules on the Functions and Rights of Accounting Staff" ascertains the 
managerial functions of accounting. "Functions of Accounting Staff" pub! ish: 

by the party Central Committee is the summary of the many years of practical! 
experience of accounting work in our country. It is one of the important 
documents on reforming economic management. The items stipulate the duti« 

and authority of the accounts staff. The several "bases" in the duties and 

the several "rights" related to the job clearly stipulate the managerial 
functions of accounting activities. Accounting without "rights" cannot 

conform to the “bases.” Accounting activities that are without “bases” and 
“rights” can only be an empty shell and cannot produce any economic information. 


6. The accounting department is a department of financial management. Since 
financial accounting is becoming increasingly important and its management 

role is developing day by day, the accounting department is also raised from 

a dependent position to an “independently set up” (see regulations) organization. 
Within a unit, it is the counsellor and assistant to the leading cadres, just 
like the other functional departments. However, it also exercises its 
management functions within its own stipulated realm. The experience of 
Plant No 1 points out that the accounting specialty "must turn from settlin; 
dead accounts to settling live accounts and truly become the authority 
department for creating, accumulating and using wealth " "ECONOMIC 
MANAGEMENT AND STUDY," No 1, 1982) The so-called settlement of dead accounts 
means the balance of accounts behind closed doors. The so-called settlement 
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of live accounts means participation in management and close cooperation with 
the various departments, settlement of accounts in the course of management 
and participation in management in the course of settling accounts. 











The so-called “authority” department means that the department has the right 


speak out and has the right (to tare part in management. the accounting 


> 


. 
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jepartmeni is “a factory for processing information” and is the tool of the 
isfious departments and the leading cadres, what authority does it hav 


- 


5ome people think that since the accounts staff members play the role 
istants and advisers, they cannot have any managerial functions and can 

yrovide information for others for their reference. This conclusion is 
bviously erroneous. We say that they are advisors and assistants in their 
relation to the leading cadres only. All the functional departments in the 
enterprise are advisors and assistants to the leading cadres. The deputy plant 
firector is assistant to the plant director, but he is still a manager. Why 
should accounting be an exception? 


in light of the above, the managerial functions of accounting can be summed up 


iccounting organization (division of labor, cooperation, harmonization, 


ntrol and supervision, forecasting, decision-making--managerial function 


hand! ir information (including analysis)--function of reflection 
T bie ny period of a unting activities in our country is full of vitality and 


hould be systematically summed up and studied to form accounting theory and 
practice which have the characteristics of our country. 


The study of accounting in our country takes the political economy of Marxism- 
sm as its theoretical basis. It is also based on the party's general and 
pecific policies. It takes the flow of funds as its target and economi: 
results as its focus, and adopts procedures and methods that conform with thes: 
criteria. It is applied economics with a strong political and technical nature. 
The economy in our country is a commodity economy based on planned economy. I! 
mic responsibility system in management with the participation of the br 
masses of people determines the high degree of the unity of financial policy, 
incial system and accounting methods and makes accounting management all the 
more necessary. 
lhe practice of accounting in our country shows that we must endow accounting 
with its managerial function (which is not forcibly imposed but is naturally 
inevitable) before accounting can develop its proper role in financial 
management and raise its position in management tasks in the national economy. 
Only then will there be an internal motivating force for the development of 


iccounting. 
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FINANCE AND BANKING 


NONBUDGETARY FUNDS UP 68 PERCENT IN THREE YEARS 
Beijing CAIZHENG [FINANCE] in Chinese No 6, 8 Jun 83 pp 15-16 
["Repert on Formulation of Comprehensive Financial Credit Plan"] 


[Text] Report by this journal: The State Council has recently approved for 
circulation a “Report on Formulation of Comprehensive Financial Credit Plan" 
submitted by the State Planning Commission, the Ministry of Finance, the 
People's Bank of China, and the State Statistical Bureau. Excerpts of the 
Report are printed as follows: 


|. Formulation of a Comprehensive Financial Credit Plan Is Necessary and 
imperative 


Since the 3d Plenum of the 11th CPC Central Committee, nonbudgetary funds have 
increased very rapidly in the wake of a reform of the financial system and an 
expansion of the sovereignty of enterprises. Overall nonbudgetary funds, as 
shown in statistical figures, have grown 68.50 percent in 3 years. in 1981, 
nonbudgetary funds soared to about 60 percent of the state budgetary funds in 
proportion. Simultaneously with the expansion of nonbudgetary funds there 

was also a very fast increase in self-provided funds for investment in capital 
construction. The increase in nonbudgetary funds has played a positive role 
in motivating the enthusiasm of localities and enterprises, in ensuring some 
special funding needs, and in establishing a number of undertakings urgently 
needed in localities and enterprises. However, as a result of the lack of 
overall planning, the characteristics of blindness and thoughtlessness are 
found in sources and usage of funds. With a view to getting a whole pictur: 
showing the sources of funds for national economic and social developments and 
how funds are used, securing a firm grip on the orientation of the use of 
nonbudgetary funds and achieving an all around balance in financial and 
material resources, it is necessary to incorporate nonbudgetary funds into 

the comprehensive financial credit plan and to systematize the task of 
formulating the comprehensive financial credit plan. This is an important 
means and measure of strengthening macroeconomic forecast and planned 
guidance. 


Il. Contents, Functions and Formulation Principles of the Comprehensive 
Financial Credit Plan 


The comprehensive financial credit plan is an embodiment of the projected 


revenues and expenditures of the state budget, the projected revenues and 
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expenditures of the state credits, the projected revenues and expenditures 

‘f nonbudgetary funds. The comprehensive financial credit plan is formulated 
tor the following purposes: 1. It secures an understanding of and control 
over the sources of funds of the entire society. It makes easier an 
integration of financial funds with credit funds, an integration of budgetary 
funds with nonbudgetary funds, and an integration of the people's monetary 
funds with foreign-exchange funds, thereby achieving a comprehensive balance 
and bringing into full play the maximum interests of the various types of funds. 
2. It helps charting an orientation for the use of the self-provided funds 

of the various units and the bank loans of medium and short terms for purchase 
of equipment, thus avoiding a blind expansion of the magnitude of capital 
construction. 3. It facilitates overall planning of the various types of 
funds for equipment renovation and technological reform of aging enterprises, 
so that it is possible for them to enhance still better the technological 
progress of the existing enterprises, to reduce the consumption of energy, raw 
materials, production materials, to upgrade the quality of their products, 

and to increase product varieties. 4. It renders easier a checkup on whether 
construction funds and construction materials are mutually compatible. 


Formulation of the comprehensive financial credit plan is aimed not at altering 
the prevailing policy of distribution, but at adhering firmly to the 
principle of unified planning and level-to-level control. By unified planning 
meant the making of a forecast of the sources of the various types o! 
funds and the orientation of the use of funds, the providing of guidance tor 
the use of the various types of funds in line with the construction principles 
t the state and the possibility of the material supplies, and the shaping 
maittual coordination for avoidance of conflicts and disproporti \s 
-level control is meant a rigid adherence to the prevailing policy 0! 
distribution of funds, with the funding channels and the fund-using rights 
remaining unchanged, striving under the guidance of the state plans to bring 
into full play the initiative and enthusiasm of the various localities, 
departments and branches, and enterprises, through adaptation to local 
onditions and reasonable use of mobile financial resources. 


ITIl. Tightening of Control over Nonbudgetary Funds 


in order to make the fullest use of the positive role of nonbudgetary funds, 
it is necessary to tighten control over them. First, a full-fledged cleanup 
and restructuring of existing nonbudgetary funds must be carried out. In all] 
localities, departments and branches, a clear line of demarcation has to 

be drawn between state budgetary funds and nonbudgetary funds, in coordination 
with the work of collecting and rallying funds for building of energy 
communication projects. The portion of funds retained in enterprises and unit 
in conformity with stipulations of policies and systems must continue t- 
remain in enterprises and units. It is, however, necessary to firmly rectify 
the situation of swiping funds from the state treasury illegally or not in 
compliance with the state policy stipulations. All future newly added 
nonbudgetary funding projects have to be reported to the State Council or to 
departments and branches authorized by the State Council for approval. No 
localities and no unauthorized departments and branches are permitted to add 
new nonbudgetary funding projects. The self-provided funds for capital 
construction projects must have proper and rightful sources of funds, must 


65 








be used for products in short supply or for production and construction 

most urgently needed, must secure an approval from planning departments in 
accordance with regulations, and must observe the principle of getting it 
rightfully and using it reasonably. Second, a tightening of planned control 
and supervision of nonbudgetary funds is necessary. Through the formulation 
of a comprehensive financial credit plan, nonbudgetary funds should be placed 
under planned control and guided to reasonable usage. All departments and 
branches, all localities and enterprises, all public agencies, which use 
nonbudgetary funds are required to map out plans at the beginning of each 

to conduct investigations in the course of implementation of plans, and to 
work out final accounts when a year ends. In order to ensure that 
nonbudgetary funds are drawn out in accordance with the system and used in 
compliance with regulations, the supervisory departments of enterprises and 
the financial and auditing departments at all levels must tighten investicati 
ind supervision of nonbudgetary funds. The units and individuals which have 
drawn out nonbudgetary funds not in accordance with state systems, which have 
used nonbudgetary funds not in conformity with stipulated limitations, which 
have acted in violation of financial and economic disciplines, should be dealt 
with and held responsible. Third, the financial and accounting statements 
system needs perfection. The current financial and accounting statements 
cannot fully reflect the orientation of funds used. The Ministry of Finance, 
in conjunction with the relevant departments, will map out accounting 
statement forms for use in nonbudgetary funds. Fourth, all units must set 

up independent accounts for verification and enumeration of their nonbudgetary 
funds and submit reports periodically on the situation of implementation to the 
financial departments, the planning departments, and the statistical 
departments at the appropriate level. 


IV. Perfection of Credit Plan 


The credit plan is an important component of the comprehensive financial credit 
plan. <A problem of the current formulation of a credit plan, speaking of the 
nation as a whole, lies principally in the fact that it cannot fully reflect 
the source and usage of credit funds. For example, the foreign-exchange loans 
released by the Bank of China and some other loans released by the Bank of 
Construction have not yet been incorporated into the national credit plan. 
Regionally the deposit-loan plans of the People's Bank, Bank of Agriculture, 
Bank of China and Bank of Construction have also not been totally summed up. 

It is, therefore, difficult to secure an understanding of and control over 

the overall activities of national and regional credit loans. In order to 
secure an all around reflection of the situation of national or regional! 

credit funds, we must formulate a comprehensive credit plan and achieve 
efficiently a balance between sources and use of credit funds. It is 

suggested that prior to a reform of the banking system, people's banks at al] 
levels be designated to sum up and formulate a regional comprehensive 

credit plan. The Bank of Agriculture and Bank of China and Bank of Construction 
at all levels must timely submit their respective credit plans to the 

planning commissions and the people's banks at all levels in order to 

facilitate the work of formulating a comprehensive credit plan. 
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V. Establishment of a Statistical Report System for Nonbudgetary Funds 


Most important at the present time is the establishment of a statistical 

report system for nonbudgetary funds. After perfecting the system of accounting 
report statements of nonbudgetary funds, all supervisory departments and 
branches at the various levels, in accordance with a relationship of 
subordination, must make reports summing up the sources of nonbudgetary funds 

»f their subordinate units and showing how the nonbudgetary funds are used, 

and they are required to send such reports periodically to the financial 
departments, the planning departments, and the statistical departments of the 
appropriate level. The financial departments and the statistical departments 
it all levels must make a bottom-to-top analysis and present a yearly 
summation report. 

Vl. Formulating the comprehensive financial credit plan and tightening control 
over and statistical work on nonbudgetary funds are new and complicated jobs. 
The people's governments of all provinces, municipalities and autonomons 
regions are expected to strengthen their leadership in this area of work, with 
one responsible comrade assigned to secure a firm grip in person. The four 
departments--planning department, financial department, banks, statistical 
department--must get this work started in earnest, with the planning commission 
taking the lead, and with each taking up its own responsibilities and 
functioning under a division of labor and cooperation. 
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FINANCE AND BANKING 


ADVOCACY STRESSING DEVELOPMENT OF TECHNOLOGICAL REFORM, RENOVATION 


Beijing CAIZHENG [FINANCE] in Chinese No 6, 8 Jun 83 pp 28-29 


[Article by Chang Hanyuan [1728 3352 6678]: "A Survey of the Question of 
Depreciation Funds" ] 


[Text] The present fixed assets of the state-owned enterprises of our country 
are in excess of 500 billion yuan, of which 20-plus billion yuan is drawn out 
each year as depreciation funds of fixed assets. To correctly recognize the 
characteristics of depreciation funds and to fully bring into play the functions 
of depreciation funds are of great significance to doing a good job in 
technological reform and in raising economic results. Presented as follows 

are some viewpoints on this question. 


Marx has said: "Depreciation funds, funds for compensation of attrition of 
fixed capital, are simultaneously accumulation funds." 


How is this saying of Marx to be comprehended? I hold the view that 
depreciation funds, fundamentally speaking, are compensatory funds. It is 
very obvious that if the tangible and intangible attrition of the means of 
labor in the process of production is not compensated, simple reproduction 
cannot be carried out normally, and expanded reproduction becomes utterly 
impossible. This compensation, theoretically speaking, is certainly a 
compensation for simple reproduction of fixed assets. Nevertheless, simple 
reproduction remaining unchanged in magnitude is only an abstraction. Simple 
reproduction is embodied in expanded reproduction, and it is very difficult 
to draw a clear line of demarcation between simple reproduction and expanded 
reproduction. Therefore, we cannot mechanically interpret compensations for 
simple reproduction of fixed assets as compensations remaining unchanged in 
magnitude. Marx has made it amply clear by saying: "This portion of the 
currency, converted out of the values of fixed capital, can be used for 
expansion of enterprises or for reform of machines to enhance machinery 
efficiency. Thus, after the passage of a long or short period of time, it 
becomes necessary to carry out reproduction which, from the viewpoints of a 
society, is reproduction of an expanded magnitude. If a production site is 
expanded, it means an extensive expansion. If efficiency of the means of 
production is raise i, it means an intensive expansion. This reproduction of 
an expanded magnitude is generated not by accumulations--not by conversion 
of surplus values into capital, but the same category of additional or more 
efficient fixed capital originating from the main body of fixed capital in the 


68 





rm of currency and through a reconversion of its separated values 
Depreciation funds differe from circulating funds in that the former ft 

ng turnover time, generally lasting 10-plus or 20-plus years from the 

ginning of the entry of fixed assets. In this period of time, as 4 result 

f the progress of science and technology, the rise of labor productivity, 
the fall of the value of fixed assets, and other factors, fixed assets 
renovated on the basis of original values will be freater or even much 
greater than they originally were in the area of production magnitude and 
production capacity. I am of the opinion, therefore, that depreciation fund 

functioning as compensatory funds can bring about an expansion of production 
magnitude. This compensation is realized in a continuing expansion of 
production magnitude. 


) 
2 


Why is it that depreciation funds are "simultaneously accumulation funds?” 
hold the view that this embodies two implicative significances: First, 
ntinual compensation for attrition of fixed assets results in continual 

expansion of production magnitude, which means increases in accumulation 

Second, fixed assets--from the time fixed assets enter into production processe 

till the time of the complete attrition of fixed assets, till fixed assets can 

nger be used and have to be replaced with new articles of a same category, 
r till the time of reproduction--require a fairly long period of time to 
accomplish this course of development. In this period of time, when the values 

‘f fixed assets are being shifted gradually into new products, depreciati n 

tunds--functioning on the basis of this distinctive feature of “gradual 

shifting” and acting in compliance with the average serviceable years of fi: 
issets--are drawn out monthly or yearly and used only when fixed assets are in 
need of an absolute compensation. Thus, from participation in production to 
icquisition of compensation, fixed assets in the course of shifting their 

Jalues must go through a period of currency deposition. In this period of time, 

depreciation funds can be used for investment in new fixed assets, that is, 

for investment in capital construction. Money, if possessed but not used, i 

: waste of money. However, depreication funds used as accumulation funds ar 

quite different from surplus product values used as accumulation funds. 

Depreciation funds, used as accumulation funds and invested in new fixed assets, 

ire conditional and relative. They must bow in obedience to two prerequisites. 

First, only the surplus portion of depreciation funds, in the prerequisite of 

(irst meeting the needs of compensation for fixed assets. Second, the 

lepreciation funds used for capital construction must proceed from a criterion 

lefintely meeting the needs of compensation for fixed assets. This means 
that depreciation funds functioning as compensatory funds are absolute and 
unconditional, whereas depreciation funds used as accumulation funds for 
projection of capital construction are relative and conditional. 


xed 


To sum up, depreciation funds, regardless of whether they are used as 
compensatory funds or as accumulation funds, can bring about an expansion of 
production magnitude and an increase in accumulation. For significantly, they 
ire all an embodiment of accumulation funds. In the past, we did not realize 
that compensatory funds could also expand production, for what we knew was that 
nly the portion of compensatory funds used in capital construction could brings 
about an expansion of production. One may rightly say that this is a one-sided 
cognizance. Because of this one-sidedness in cognizance, there has emerged 
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in the realities of our work a situation of belittling renovation and reform 
and of placing emphasis on capital construction. This causes the use of a 
huge amount of depreciation funds on capital construction, thereby affecting 
renovation and reform of fixed assets to the extent that the equipment of some 
enterprises has been "operating in sichness" on a long-term basis, that 

growth of production and upgrading of product quality have been retarded. 


II 


At the present time, two tendencies have existed in cognizance of the use 
depreciation funds. 


One tendency of cognizance stresses that now is time to treat depreciation 
funds as compensatory funds, thus ignoring the social character of depreciation 
funds, ignoring that depreciation funds are an essential production factor of 
socialized grand production, ignoring that depreciation funds must obey the 
binding force of the law of a planned and proportionate national economic plan 
in the socialist consitions. They regard depreciation funds of the state-owned 
enterprises not as a compensation for attrition of the means of labor of the 
State-owned enterprises in totality during their production processes, but as 
an absolute compensation for attrition of the fixed assets of individual] 
enterprises. The absolute character of depreciation funds functioning as 
compensatory funds is, in their understanding, the absolute character of 
compensation for the fixed assets of individual enterprises. And from this 
understanding arises an advocacy of retaining depreciation funds in the hands of 
enterprises for their own control and disposal. This is in reality converting 
the relative independent character of the state-owned enterprises under the 
guidance of socialist plans into an absolute independent character. If the 
course of events are administered in accordance with this advocacy, by allowing 
depreciation funds to be kept entirely in enterprises for their own control 

and disposal, it would then be very difficult to establish, in line with state 
plans and state policies of economic-technological reform, a macrocontrol over 
hundreds of thousands of state-owned enterprises throughout the country, where 
some enterprises are energetically developing production, other enterprises 

are curbing production, and still other enterprises are suspending production. 
lt is obvious that this advocacy of retaining depreciation funds entirely in the 
hands of enterprises for their own control and disposal has nothing in common 
with overall interests and is diametrically opposed to the requirements of a 
socialized grand production under socialism. In the realities of work this 

is not feasible. 


The other tendency emphasizes that now is time to use depreciation funds a 
compensatory funds in capital construction, thus ignoring the relative 
character and the repayment character of this type of accumulation funds. 
There are enterprises which, instead of giving primary consideration to the 
funding needs of compensation for fixed assets, have projected as they wish the 
use of depreciation funds in capital construction, or have even shifted 
compensatory funds that should be used in production facilities to capital 
construction of a nonproductive nature, such as repairing or building of 
dormitories and mess halls for staff and workers. The result is that a number 
of enterprises are depreived of funding guarantees for renovation and reform 
of their fixed assets, that much production equipment continues "operating in 
sickness," and that production is affected. With regard to the question of 
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rée-Tur J depre if fund ifter be ing used in ¢ pita nstruct . ‘ 
. re rpri »°S hy ive ba i al iv not ; iven any 7 ¢ iderat j - ’ t he reftur 
This is aprominent question of the present time. If this question fails t 
yenerate specific attention, and if it is allowed to ¢ nas it is w, fund 
ir compensating fixed assets will diminish in the future. From the viewpoint 
long-range technological reform, this is extremely unfavorable tu the 


evelopment of production. And this involves a cardinal question of whether: 
the four-modernization construction and the 20-year great strategic goal 
yur country can be translated into reality. 


On the question of return of depreciation funds, I feel that the current measur 
ibution of depreciation funds also needs study and improvement. The 


‘ if 


n distri 
resent depreciation funds of tne state-owned enterprises are distributed under 


measure which authorizes the state treasury to rally 30 percent, the 
ipervisory departments of the state-owned enterprises to control 20 percent, 
ind the state-owned enterprises to retain 50 percent for their own use. Loori 
it issues from the viewpoint of return of depreciation funds, we sec tht 

tate treasury is capable of projecting through financial expenditures 4 retus 


f the 40 percent of its rallied depreciation funds, even if the entire amount 
funds is used temporarily in capital construction. The state-owned 
enterprises, which retain depreciation funds for their own use, may a! returi 
their share of depreciation funds with their own production development funds, 
if the portion of depreciation funds used in capital construction is limit 


1 definite amount. The only exception is the 20 percent depreciation fund 
held in the hands of the supervisory departments of the state-owned 
enterprises, which are not likely to have funds for repayment, if the 
depreciation funds are not used totally in renovation and reform of the fized 
sets of the enterprises, and if the depreciation funds are used partially 

r totally in capital construction. It is, therefore, necessary to stipulate 
clearly that the portion of depreciation funds held in the hands of the 
supervisory departments of the state-owned enterprises cannot be used in 
ipital construction, but can be used only in regulating and adjusting 


mpensations for fixed assets among enterprises. Otherwise, the integrit t 

the depreciation funds will be encroached upon. 
[1] 

in the wake of the development of production and the increase of fixed asset 

mes a steady increase in the amount of depreciation funds drawn out every 
year. To administer well and to use properly this fairly large amount of 
depreciation funds will play an important role in achieving the great strategi 
voal of quadrupling the annual gross output value by the end of this century. 


aith a view to bringing into full play the functions of depreciation funds, 
am of the opinon that: 


First, it is necessary to tighten control of depreciation funds and to define 
more clearly the principle and orientation of using depreciation funds. For 
1 period of time in the future, depreciation funds held in the hands of either 
the state treasury or the enterprises or the supervisory departments of the 

‘ y } 
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enterprises must in vrinciple be used fully and completely in renovati« 


fixed assets and in -echnolovical reform but not in capital construction. 











necessary t ippropriateéliy raise cepreciation rates. 


Dor pri ite increase Dv Stages ind by or ups in the depre: iati f rate 
the present fixed assets of the various departments and branches as wel! 


r 
the different professions and trades can be take into consideration. 
increase in depreciation rates may temporarily reduce revenues of the treasury. 
This can be solved by making a corresponding reduction in expenditures for 
pital nstruction and an appropriate increase in the rati { depreciatior 
funds rallied by the state treasury. Considerations may also be given t 
ibholition of the portion of depreciation funds collected by the supervi 
lepartments of the enterprises. This portion of the depreciation funds, i! 
not abolished, cannot be used in capital construction, but can be used only 
in regulating and adjusting compensations for fixed assets of the enterprises, 
that is, in renovation and reform of fixed assets. 


| 


Third, it is necessary to improve measures on drawing of depreciation tunds. 
Depreciation funds for productive fixed assets and for nonproductive fixed 
issets should be drawn out separately, computed separately and used separately. 
Depreciation funds for use in productive facilities cannot be used in 
nonproductive facilities. 





Depreciation funds retained for enterprises must follow a definite and 
respective retention ratio, which varies in accordance with differences in 
professions and trades, with disparities in types and patterns of enterprises, 


yet without resorting to arbitary uniformity. 
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CONSTRUCTION 


CUANGXI CONFERENCE ON ECONOMIC WORK OPENS 
HK280320 Nanning Cuangxi Regional Service in Mandarin 1130 GMT 27 Aug 83 


(Text) A conference on economic work convened by the Guangxi Regional CPC 
Committee and People's Government opened in Nanning today. The main agenda 
of the conference is to implement the spirit of the central work conference 
ind concentrate finances and materials to ensure key construction work. 


Regional CPC Committee Deputy Secretary and Regional Government Chairman 

‘ei Chunshu conveyed the spirit of the central work conference. Regional! 
CPC Committee Deputy Secretary Zhou Guangchun made a speech in which he 
dwelt on five issues: 1) It is imperative to concentrate finances and 
materials; 2) key construction projects have a bearing on the overall situa- 
tion; 3) methods and measures for concentrating finances and materials; 

4) resolutely shorten the capital construction front, ensure the focal 
points, and improve investment results; 5) strengthen financial and economi« 
discipline. 


Comrade Zhou Guangchun stressed in his speech: Guangxi's economic foundation 
is weak. It is a very glorious and also a very arduous task to promote the 
national economy and key construction work. We must seriously appreciate 

the spirit of the central work conference, resolutely implement the important 
central policy decisions, adopt an attitude of being highly responsible to 
the people, and work earnestly and conscientiously to contribute to the four 
modernizations. 


Comrade Qin Yingji also spoke at the meeting. Leaders of the party and 
government in the region, Wei Chunshu, Zhou Guangchun, Chen Huiguang, in 
Yingji, Gan Ku, Wang Rongzhen, and Luo Ming; responsible comrades concerned 
‘f regional departments, committees, offices, and bureaus; and responsibl« 
comrades in charge of economic work in the prefectures, cities, and counties, 
totalling more than 400 persons, were present at the meeting today. 
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ARTICLE CALLS FOR SUPPORT FOR KEY PROJECTS 
SK290/05 Taiyuan SHANXI RIBAO in Cainese 5 Aug 83 pp l, 3 


[Article by special commentator: "Take the Whole Situation Into Account and 
Ensure the Key Construction Projects”] 


[Excerpts] Socialist construction in our country has now entered a new 
historical period. The state has worked out plans to emphasize a group of 
key construction projects, most of which are energy and communications 
projects. With these projects completed, a solid foundation will have been 
laid for China's economic development and a great contribution will have 
been made for the fulfillment of the great objective of quadrupling our 
annual industrial and agricultural output value by the end of this century. 
The party Central Committee decided that financial and material resources 
should be properly concentrated to ensure key projects. This was a strategic 
decision made by the party Central Committee in order to promote the economic 
construction in a healthy manner in the new situation and to guarantee the 
smooth progress of the four modernizations., It hasa far-reaching significance 
in creating a new situation in socialist modernization and in building a 
modern, socialist country with highly developed civilization and democracy. 


Since the 12th party congress, leading comrades of the party Central Committee 
and of the State Council have time and again stressed the necessity for con- 
centrating funds. However, this has not attracted sufficient attention from 
the people. Recently, the investment in capital construction not covered 

by the budget has increased too sharply and enterprises of ordinary processing 
industry have become increasingly numerous. However, the investment covered 
by the state budget to be used in key energy and communications construction 
has increased too little. Newly added energy and communications production 
capacity has reduced, We should pay great attention to this problem. With 
scattered funds, key projects, particularly energy and communications 
projects, will not advance and the national economy as a whole will become 
stagnant. Since the founding of the PRC, there have been three large-scale 
inflations of the scope of capital construction. Each time it caused an 
overall shortage of supply in the economic life. As a result, the state had 
to take measures of readjustment to cancel some capital construction projects, 
thus causing heavy losses to the national economy. We should bear firmly 

in mind the bitter historical lesson. 
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hanxi is the energy and heavy and chemical industrial base designated 
the party Central Committee and the State Council. The kev protects dis- 
tributed in our province by the state plan are large in nutber, er lar, 


need large investment, and shoulder heavy tasks. Those to be investec 


it 
~ 


aS 4 
ind built in this year alone total seven. The state has arranged that 
large and medium-sized projects with a total investment of |! llic 
yuan are to be started in our province in the "Sixth 5-Year 
It is a period in which we undertake the largest number of large and mediur- 
,ized projects in the last 30-odd years. This is an honor for the people 

the province because this fully shows the important position of Shanxi 
in the state energy and communications construction and embodies the party 
Central Committee's great trust in our province's 25 million people. Over 
the past few years, leading party and government organs at all levels and 
the masses of cadres, workers, peasants, and intellectuals have done a great 
amount of work to support the state's key projects and have scored marked 
achievements. It must be pointed out, however, that the practice of scat- 
tering financial and material resources in economic construction and the 
evil trend of some units arbitrarily raising the prices of the means of 
production also exist in our province. Some cases are even serious. Some 
localities, units and individuals, taking the opportunity that the state 
urgently needs to appropriate land for comstruction, overcharged the state 
when their land was to be appropriated or when their buildings were ¢t 
dismantled and they had to move. They even resorted to various methods to 
obstruct, threaten, and undermine the state's key projects. Some extracted 
unwarranted extra fees from the key projects, "mass seized and ate whatever 
in the rich families" and created all sorts of reasons to charge kev projects. 

me units arbitrarily raised the prices of the means of production and 

levied extra fees. Some construction units spent money without restraint, 
incurring appalling waste and making capital construction investment greatly 
exceed the estimated figure. Due to all this, in distribution of financial! 
resources and in capital construction, our province created a phenomenon in 
which “key projects did not share the larger amount, the ordinary projects 
did not share the smaller amount, and the key projects were not emphasized. 
If we allow such a situation to continue to crop up and develop, not only will 
the state have to increase its budget again and again and shoulder heavier 
financial burden, but also the progress of the key construction projects 
will be delayed and the progress of the four modernizations will be thrown 
into chaos. What merits our attention is that certain leading cadres and 
competent departments at higher levels actually supported and connived suct 
a situation. In addition, some people tried to defend erroneous deeds wit! 
numerous excuses. In view of such a situation, we should intensif: ¢’ 
ideological education among the masses of cadres, staff, workers, and peasants, 
mnify their thinking and ideology, unify policies, and adopt effective 
measures to guarantee the construction of key projects. 


perioc,. 


Although some localities do not extract interest from the state, thev have 
misgivings about concentrating financial and material resources. This 
problem should also be earnestly solved. 
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Some comrades worried that some peasants, statf, and workers might misunder- 


stand concentration of financial resources for a “change in policies," with 
the result that the people's thinking was confused and the econori nstruce 
tion was adversely influenced. This is a serious problem, and we should be 
prudent when dealing with it. On the one hand, we should clear la 

the masses that the general principle of the party and the state on enli 

the economy, arousing the enthusiasm of the people to build a socialis: 
Chinese characteristics, and enabling the people throughout the country ¢t 


become well-off at an early date will not change, nor will the various basi 
principles for persistently conducting the reform. For example, the rural 
output-related contract responsibility system, pr irem nt prices of fart 
ind sideline produce and the policy of granting enterprises greater aut 
will remain unchanged, policies will be adopted to invigorate production, 
and the sphere of circulation and technical transformations and the regula- 
tive role of the market under the guidance of plans will continue. Within 
the limits of these basic policies, the masses of peasants and staff an 
workers may give full play to their advantages, marching toward the rang 


ind quality of production to expand production, increase income, and ntinu- 
ously improve their living standards materially and culturally. On the other 


hand, we should also clearly explain to the masses that following the develop- 
ment of practice and situation, it is necessary and usual to readjust some 
unconformable policies. Such a readjustment more correctly embodies the 
relations of distribution among the state, the locality, the enterprise, 

and the individual and better conforms to the people's basic interests. 
Therefore, the readjustment is conducive to both the state's development 

ind the people's prosperity and happiness. 


we should have effective wavs to concentrate financial and material resources. 
ve should intensify the education of the masses of cadres, staff, workers, 
ind peasants on patriotism, collectivism, and the economic situation; n- 
scientiously implement the measures formulated by the central authoriti« 

for concentrating financial and material resources; resolutely bring the 
scope of capital construction under control; continue to check the evil 
trends of overcharges, arbitrary price hikes, and extraction of unwarranted 
extra fees; improve economic results and open up more financial sources; 

and pay attention to the urban construction of new industrial and minin; 
areas and make good arrangements for the economic lives of the people there. 
In particular, improvement of economic results is the foundation for concen- 
trating financial and material resources. Only when we create more material 
wealth can we have abundant financial resources and can the state have 

to pool together. Party and government leaders at all levels and enterpris 
leaders should truly give the first priority of their work to improvin; 
economic results and scoring a solid achievement in it. 
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million yuan of capital construction investment has been cut. 
provincial CP¢ mmittee and the provincial government attact reat 
o> rtance a, the work rf takin; st i ‘ anit a] onstr ti n nr ‘ ° , . 
tr f nm. ney nave peen repeatediy stressed at man rovig;r 1A n- 
‘erences that we must strictly contr the scale of capital onstruction. 
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t ivé instructed the enpartment ncernecd t ryanize int 
yest t t t eep into realit ind to find out a t the tua- 
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tocktaking, in order to draw up plans for the work, and to lead the wor} 
taking stock of capital mstruction projects under construction to devel 
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- , th < Ww rh é . aking »* L ft it 1] mstru ti mm nrote tc 7 er 1? = 
tr tion, the province } i yered that the major issue or ir pit 
tr tion front is that we have nsiderably exceeded the planned scale 
é ipital mstruction. The provincial conference on ipital] onstr t i 
sore, which opens today, wil jiscuss this issue, work out specifi ind 
: t s¢ measufe * ind ré rlilv t aT t he ." ale » f pit i i nstr if t j 
n racer ft ensuf that the provir e's « nom i constructlor 1s irrié¢ t 
poothiv. 





NEI MONGGOL CALLS FOR ENHANCING IDEAS IN CONSTRUCTION 
KO50345 Hohhot Nei Monggol Regional Service in Mandarin 1100 rT & Se : 


tation commentary: "Enhance Overall Ideas to Ensure the Constr C3 
Key Proje ts] 


[Text | In correctly conducting economic construction, enhancing; r 

pdera .o ensure the construction of key projects is a very import 

ince July this year, our region has adopted resolute measures in lin 

the spirit of the central authorities’ instruction to vigorously irt 
construction projects whose funds were raised by local units at all levels. 
lt has again defined the key construction projects that should be nt i 
carried out and has also sorted out the reconstruction projects. All of tt 
is in order to proceed from the situation as a whole and to orient the 
region's economic construction to the state's unified plan. This ha 
important significance in concentrating all financial and material! re f 
on ensuring progress in building the key projects of energy resources ar 


transportation which are covered by the state ind regional plans, and 
iccelerating the healthy development of economic construction, 

Some comrades" as of now, have not, however, had sufficient understand i 
nm the importance and emergency of tackling this issue. Some stil! tre 
the importance of their own projects, resulting in slow action and he 

in following the program of checking up and curtailing less important 
iects. The reason for those who have had such thinking is that the 


come out of the narrow circle of units and individuals and that the 
overall ideas. Our country is large in both territory and population, 
has a poor and limited financial foundation, Therefore, the s tr ft t- 
ment in capital construction should be suitable to the state's financia 
ind material resources. There will be problems if the limitation is e» ed. 


since 1982, construction projects covered by the region's plan and wi 
funds were raised by the region itself have increased more and more, ar 
they have surpassed the limitation of financial and material resources, 
cope with this problem, we must proceed from the situation as a wh 

deal with it earnestly. We must be determined to curtail all project: 


funds were raised by the region and which have surpassed the limitat! 
the state plan. That partial and local interests must be ibordinate 
the whole and to state interests is a fundamental principle f 4 ring 


smooth progress in our work. Without the existence f who |i 
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‘ mstruction of key projects forward, ine Kxey projects ener; 


resources and transportation are the two major links that interact with the 


whole situation of devel ping the national economy. Achieving »U 
these projects wili certainly enliven the whole situation. If we fail t 


ichieve success in this regard, we will lack motive power and raw materi 


ind will suffer strained transportation, Furthermore, various iocali 


re 


rtment 


;, and units will waste their energy no matter how many 
industries they have engaged in. According to our bitter experiences, th 
fficient railway transportation in our region has ser.ous] 
iffected the development of industry, ayriculture, and animal hushba: 
ref re, our current efforts to enhance overall ideas should be 
milly on curtailing all investment in capital comstruction which deserve. . 
be reduced, but also on actively implementing the policy measures yrt 
the state in order to strengthen the construction of key projects and t 
idecuately concentrate funds on these key projects. Efforts should be mad 


; 
t consciously block the malpractice of arbitrarily raising prices and givin, 
the apportion of expenses, which has actually undermined socialisn. 
i 


‘ ‘ = 


'res at all levels throughout the region should further ‘foster 
b\deas, put the st ite '’s interests in the first place in doiny every wor 


ind subordinate their partial interests to the interests of the whole. 


yy doing so can the state concentrate its funds needed by constructior 
nake progress in fulfilling the projects of energy resources and tran rta- 
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CONSTRUCTION 


TIANJIN CONTAINER BERTHS--Tianjin, 27 Aug (XINHUA correspondent Cong Wenzi)-- 
Three berths able to accommodate 10,000-ton class container ships are being 
built at the Tianjin Port. The berths are expected to handle 300,000 standard 
containers annually upon completion in 1984, according to the port adminis- 
tration. Construction of the berths began in 1982. Authorities are solic- 
iting World Bank !oans to import complete sets of equipment for the berths. 
China's first container berth went into operation at Tianjin Port in December 
1931, [Text] [OW272110 Beijing XINHUA in English 1155 GMT 27 Aug 83 OW] 


LIAONING RESERVOIR--Shenyang, 2/7 Aug (XINHUA)--A new reservoir has begun 
storing water to supply Dalian, a major northeast China port city. Two six- 
meter tall, four-meter wide sluice gates, weighing 11 tons each, were lowered 
yesterday to dam the Biliu River about 150 kilometers from Dalian. The 
reservoir, with a maximum storage capacity of 930 million cubic meters, 

will have stored 100 million cubic meters of water by the end of this vear 

to supply Dalian, which has been plagued by an acute water shortage for 
decades. The water diversion project consists of the reservoir and a 150- 
kilometer-long canal wtih a section of ten kilometers cut through a mountain. 
Officials said its completion will rid Daiian of the greatest hindrance to 
its economic development. Dalian ranks first among Chinese ports in terms 

of the total volume of import and export commodities handled and of the total 
value of export transactions---both calculated on an annual basis. The 
reservoir will also be used to raise fish and generate electricity, officials 
said. [Text] [OW272120 Beijing XINHUA in English 1355 GMT 27 Aug 83 OW 
TANGSHAN WATER DIVERSION PROJECT--Shijiazhuang, 41 Aug (XINHUA)--work has 
been finished on a 2,018-meter tunnel, the key section of a 330 million 
(about 165 million U.S. dollars) project to supply water to Tangshan, a 
major mining and industrial center in north China, Excavation of the Bavi 
tunnel was completed ten months ahead of schedule, according to Hebei pro- 
vincial authorities. The project draws on the Luanhe River in eastern Hebe 
Province and is expected to bring 800 million tons of water annually to 
Tangshan, now experiencing an industrial boom seven years after it was 

hit by an earthquake. More than 61,000 hectares of farmland along the water 
diversion route will also benefit from the project. [Text] [0W31143: 
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Beijing XINHUA in English 1224 GMT 31 Aug 83 OW] 
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26 Aug (XI corre 
large new river harbor in the southe 


(CUANGXI INLAND HARBOR--Nanning, 
lans have been completed for a 
(uanyxi Zhuang Autonomous Region. 
Yujiang River in Guixian County, is scheduled to begin in 1965. 
will take three years to complete, the regional transport department 
harbor will be built along a 3.5-kilometer deep-water section of 
With its three berths, it will handle 4.7 million tons of ca 
One berth will transship Guangxi's exports and handle pyrite 
neighboring Guangdong Province, while the other two will transs 
phosphates and coal from adjacent Yunnan and Guizhou 
square meter stockyard will also be built. Guixian County has 
links to Guangdong, Yunnan, Guizhou, Hunzn and Hubei Provinces. It 
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has waterways to the regional capital of Nanning and the Guangdong c: 
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of Guangzhou, [Text] [O0W262220 Beijing XINHUA in English 143 


$3 OW] 


HANDONG RAILWAY--Jinan, 
finished today for a 310 kilometer-lons railway in coastal 
linking Yanzh vu, a coal mining center, and Shijiusuo where 
Eighty percent of the 1,088 bridges, tunnels and 
in the work were completed, according to an official in 
laying started in May of this year, proceeding at a speed of 
per day. The railway, Japanese loans, will run throug! 
uuthern part of Shandong to the west with the Tianjin-} 
railway--China's main north-south Construct ic 
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1981. Upon completion in 1985, the line is expected to handle an ant 
freight volume of i8 million tons, the official said. It will fa 
transport of coal from Yanzhou and from southern Shanxi Province ¢t 
ities and for export. The work is arduous, the official said, for t 
railway will cut through 100 kilometers of mountains and cross 110 ri 
on its way. [Text] [0W311438 Beijing XINHUA in English 1221 CYT 3] 
w | 
GUANGDONG RATLWAY PROJECT--A section of railway hetween Sans ir 
of the Sanshui-Maoming Railway, a priority project of the state, .» 
he put under construction. In order to speed the nstruct , 
project, railway conscruction command posts have been estat 
7Zhaoqing, Yunfu, and other areas along the railway. Cadres a t 
ind engineering personnel have been mobilized t make prenarat r for 
project. [Summary] [HK270100 Guangzhou Guangdong Provincial Serv 
Mandarin 1100 GMT 23 Aug 83 HK] 
O: 4006/809 














PRC BANKER PLEDGES SUPPORT TO HONG KONG INDUSTRY 


OWO11635 Hong Kony AFP in English 1556 GMT 1 Sep 83 


xt} Hony Kong, Sept 1 (AFP)--The Bank of China Group has pledged full 
support to local industry which it considers to be the "pillar" of Hong 


Kony s economy, according to a top Chinese banker here. 
Jiany Wenpgui, vice chairman and general manager of the Bank of China's 
Hong Kong branch, urged local industrialists to keep up their expansion 
and growth to cope with the fast advancing world industrial technology. 


"Whatever the industrialists may need for development, China's banking 
yroup here will give them all-out support and preferential treatment in 


terms of interest rates, loan periods and other conditions," he said. 


[here are 13 leftwing banks in the Bank of China Group in Hong Kong, wher: 
they are pooling their resources to help local industries (?get) through 
roblems raised by the world economic recession and political uncertainty 


over the future of the British colony, due to be returned to China's 
sovereignty in 1997. 


‘r Jiang noted, "An outstanding problem [words indistinct] at present is 
that, perplexed by the problem of Hong Kong's future, some industrial 
ire not willing to reinvest their money for expansion,” 


ei ” | . a ie | * ; - * - . ° 
i@ warned, If this goes on for long, it will be dangerous for local indus- 
tries. They will find their equipment aging, their products lagging behind 
' 1 thet Tae woakened es 1 mark " 
others and their competitiveness weakened on the world market. 
a : Cc tt. ’ ‘rT ; ' 
Mr Jiang was speaking at a forumon how to keep Hong Kong econom r r 


i 
held here recently to mark the 35th anniversary of the leftwing dailv, 
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1 large extent on the development of its industry which is the pillar 


he economy 
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A 1 : ] ‘ ] ca °4¥ 77 cao ~- Ld , "4 a". € " “ j [me ‘, ; 
Industrial development will promote Hong Kong s foreign trade, improve it 
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rlancecf payments situation, increase employment and make the local marke 
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believed the Sino-British talks on the matter would not be dragged out anc 


the problem would be solved soon. 


ie said he was more worried about Hong Kong's runaway two-digit inflation 
rate, the weakening Hong Kong dollar, n 


a i 
t development of the realtv 
which is now in a slump, holding a 


ch capital. 
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eyinning last September, the Sino-British talks on Hong Kong s future are 
trying to resolve the problem arising from a 99-year lease which covers the 


O 
ilk of this territory and expires in 1997. 
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CHINA BANK PLEDGES SUPPORT FOR LOCAL INDUSTRY 
HKO10143 Hong Kong HONG KONG STANDARD in English 1 Sep 83 p 1 


(ir ] 


[Text] Local industries have been given a big morale booster with a pledze 
of full support by a top Chinese banker here. 


And, Mr Jiang Wenqui--a vice-director of China Bank--called on industrialist 
to expand their investments without being bogged by the question of 199/, 


Whatever the industries need, China's banking group here will definite 
yive strony support in order to promote their development,” he said. 


, : ° \ ’ ' _ ep ° . 13 ; 
Mr Jiang, who is the general manager of the bank's Hong Kong branch, added: 


"We have to face this problem. If it is not quickly resolved, the develop- 
ment of industries will be hampered." 
The official was speaking at a function last week to mark the 35th anniver- 


sary of the founding of the pro-Beijing newspaper, WEN WEI PO, whi 
his speech on its front page yesterday. 


Mr Jiang said Hong Kong was experiencing a major economic adjustment 
was confident the colony would be more prosperous after this period. 


lie noted that the Hong Kong Government had, in the past, taken vari 


1 5 | ° ‘ oan | "4 g 3 a i 4 L —," _— j - 
measures to help local industries. This, he said, should be continu 
the future. 
Refer-ing to the Sino-British talks on Hong Kong, the banker sai t 
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in-depth analysis. 
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inflation and the falling local dollar. 


i« said while global inflation and oil prices were easing I the situat 


nere was just tne opposite, 
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sobany named the date for China to revain sovereipnty over the lonyv. 


irged the yovernment to halt speculation that is out r nroportion. 











